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The IAS 
LIFE SCHOLARSHIP PRIVILEGE 


On of many attractive features of the IAS home 









study training plan, the Life Scholarship Privilege, 







has made a substantial contribution to the success 


of thousands of IAS graduates. 







® On graduation from the Diploma Course of 


ninety assignments, IAS students become entitled 







to all additional elective courses in the IAS curric- 


ulum with full educational service and consultation 





privileges. The courses included in this arrange- 






ment (with the number of comprehensive study 






assignments indicated) are: 







BASIC AUDITING (10) BUSINESS STATISTICS (10) 
PUBLIC AUDITING (20) MANAGEMENT CONTROL (20) 

xn INTERNAL AUDITING (20) ECONOMICS (10) 

BASIC COST ACCOUNTING (10) OFFICE MANAGEMENT (30) 

ADVANCED COST ACCOUNTING (20) ACCOUNTING LAW (10) 

CORPORATION ACCOUNTING (10) FEDERAL INCOME TAX (10) 

FINANCIAL ANALYSIS (10) CPA COACHING (20) 



















@ With this broad curriculum at his command, 






each IAS student can study first those subjects 





needed immediately and can then broaden his 





knowledge of accounting and management 






through study of additional electives. 













@ There is no additional charge for the Life Schol- 
arship Privilege. It is included in the reasonably 






low enrollment fee for the Diploma Course. 










Te school’s 24-page catalogue 
is available free upon request. 
Address your card or letter to 


the Secretary, LAS... . INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 


A Conetnoeudence School Since 1903 
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Increase production as much as 14% 


with this new kind of electric typewriter 


7 


If you increase typing output 14%, you’re 
saving money per typist. 

Or, you’re freeing one typist out of seven for 
other work. 

Even if you only increase production 6% 
with the new Royal Electric, figures show you 
are justifying the additional expenditure. 


In fact, if the typewriters in your office are 
in use more than two and a quarter hours per 


Worlds largest manufacturer of typewriters... ROYA : 


day, you need new Royal Electric typewriters. 
We'd like to put a stop watch against your 
typing production for three reasons: 


1. To see if we can save you money. 


2. To show you the extraordinary new Royal 
Electric. 

3.To sell you new Royal Electrics if the 
figures justify the expenditure. 

Why not call your Royal Representative? 


standard 





electric - portable 


roytype business supplies 


RETURN ON INVESTMENT 


Editors, THE CONTROLLER: 

Many articles have been presented in 
recent publications concerning Return on 
Investment, Capital Turnover, Capital 
Yield, etc., for management as an aid to 
determine the effectiveness of the employ- 
ment of investment turned over to the 
management of an enterprise. 

I have read the NACA Bulletin of Feb- 
ruary 1954 and THE CONTROLLER, Sep- 
tember 1954, and other periodicals carry- 
ing articles on Return on Investment. It 
would appear that, to a large extent, there 
is no uniform interpretation of accepted 
rules to basically apply to the definition 
and formula for computation of Return 
on Investment. Few accounting text books 
mention the subject or if so, in intelligent 


detail. Yet in everyday business, manage- 
ment is confronted by the outcome of 
some applied formula with banks, with 
government agencies such as the Renego- 
tiation Board, financial analysts, etc. 

A uniform treatment should be de- 
veloped for such items as the evaluation 
of assets, the treatment of V-Loan type 
revolving funds, etc. As it now stands the 
Return on Investment rate developed will 
largely depend upon the interpretation of 
the person preparing the computation and 
may or may not be comparable with com- 
petition or fair with the very management 
for which it was developed. 

For example, in the September Con- 
TROLLER, Thomas H. Casson in his article 
“Return on Investment” has inferred that 
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the ies should exclude cash in 
excess of operating requizements but he 
has made no mention of revolving credit. 
Some authors writing for the NACA Bal- 
letin say that total assets should be used 
as would normally appear on the left side 
of the traditional balance sheet. Further, 
some authors say their companies use book 
value of fixed assets, or original cost, and 
others the replacement cost. 

Consider the problem then, of cash. 
Few companies are self-sufficient in cash 
and therefore must operate on borrowings 
of some form or another. If you have 
short term loans of, let us say, $3 million 
you will receive the cash in full at one 
time and hence investment is increased 
by this receipt. But assume a V-Loan, or 
some other form of revolving credit, 
wherein collections on accounts receiv- 
able go directly to the financial institution 
to a bank control account which is auto- 
matically reduced by the bank. To in- 
crease cash a short-term note is written in 
any amount required to the ceiling. If a 
conservative course has been taken and 
$1 million has been borrowed and the 
balance sheet shows a cash balance of 
$200,000—is the return on investment 
computed at $200,000 or at some figure 
between the $200,000 cash on hand and 
the $2 million available to ceiling (and 
upon which idle fund interest is paid— 
usually ¥4 to Y4 of one per cent); and 
particularly when you know that the 
$200,000 cash reflected in the balance 
sheet is a cash working coverage of only 
a few days—less than a week ? 

So—on one basis we have $3 million 
cash in the bank; on the other basis we 
have only the immediate few days’ re- 
quirement with the balance available up 
to the $3 million. Using these figures we 
have two returns on investment; the 
smaller cash will give you the better re- 
turn but in actuality you still need that 
$3 million or the greater part of it. 

It seems evident at this time that Return 
on Investment must then be a rate depend- 
ent upon the views of the individual mak- 
ing the determination. If an industry re- 
turn is published at 6%, the individual 
company for comparison must needs be 
of a coincidental nature if the results are 
truly comparable unless the detail formula 
used by the particular financial analyst is 
known to the company analyst preparing 
the company comparison. 

It would seem then that the accounting 
profession has a long way to go on this 
subject of Return on Investment in estab- 
lishing an accepted formula that can be 
stated as generally accepted accounting 
practice and acceptable to uniform inter- 
pretation to industrial management, bank- 
ing institutions, the Renegotiation Board, 
and others concerned. 


K. N. BEIRIGER 

Controller 

Karl-Douglas Associates, Inc. 
Hawthorne, California 


THE CONTROLLER * DECEMBER, 1954 












Why not 


"let down the hem \, 


when your accounting needs change, too? 















Like this year’s styles, your present 
accounting is subject to change. It 
can grow ... you may want to 
mechanize more jobs. . . or the whole 
system may need to be altered. 


But whatever the change, Burroughs 
Sensimatic accounting machines 
don’t go out of date. 


The Sensimatic you buy now can 
do almost any accounting job you 
have. Then, just as letting down the 
hem of a dress prolongs its use, a 
Sensimatic needs only a few adjust- 
ments to take on additional work 
or to fit neatly into a new system. 









Dress designers have secrets. Bur- 
roughs has a secret, too: the exclu- 
sive sensing panel . . . unique auto- 
matic control of a Sensimatic which 
adapts to any accounting system— 
today’s and tomorrow’s, too. 














Why discard the machine when your 
accounting grows or changes? With 
a Sensimatic you just change the 
sensing panel . . . not the machine. 
It’s that simple! 










Seeing’s believing. Your Burroughs 
man will demonstrate this Sensi- 
matic adaptability. Call him. Bur- 
roughs Corporation, Detroit 32, Mich. 



























ONE 
SENSIMATIC 
handles all 


these jobs 








COST RECORDS + INVENTORY CONTROL 
ACCOUNTS RECEIVABLE « ACCOUNTS PAYABLE 
GOVERNMENTAL REPORTS + PAYROLL 
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Accounting Machines 





















Wherever There’s Business 





There's 


by Arch Patton 


by Clarence H. Ross 


by Paul A. Reck 





RE: RETIREMENT LIFE EXPECTANCY 


Editors, THE CONTROLLER: 

In your issue of July 1954, on page 
305, you ‘‘scan the scene.” Your first item 
concerns retirement ages, the last para- 
graph of which contains some highly fal- 
lacious, but not unusual, references to 
average time of death after retirement. I 
infer that these were derived from state- 
ments in another article (A.M.A. Jour- 
nal), but “the last teller of the tale is 
blamed.” 

No one knows at any given time what 
the average period between date of re- 
tirement and death is going to be because 
so many of those retired are still living 
and their further lifetime would enter into 
such an average. The figures you quote 
must have been derived by looking at only 
the deaths thus far (and who knows how 
to measure “thus far,’ either in 1900 or 
today?) For instance, some years ago a 
company announced that after five years 
of its plan, they discovered that deaths 
were occurring so fast that actuarial costs 
were ridiculously high and, for proof, 
they pointed to the fact that the pensioners 
who had died averaged only three years of 
life after retirement. They completely ig- 
nored the relatively large group of such 
pensioners who were still alive and whom 
the actuaries had not ignored. 

No doubt, the so-called ‘gap’ is widen- 
ing by virtue of medical advances, but 
the proof thereof does not lie in the fig- 


THE CONTROLLER 


Forthcoming Features 


IN THE CONTROLLER 


te HOW EFFECTIVE IS AN EXECUTIVE 
%& LEGAL RESPONSIBILITIES OF THE CONTROLLER 


3% DEPRECIATION POLICY UNDER THE 1954 REVENUE CODE 





ures you mention. Even on general popu- 
lation tables, the life expectancy in 1901 
for a male age 65 was 11.5 years, whereas, 
the latest population tables give the fig- 
ure as 12.1 years. A typical mortality table 
in use for pension plans today—both in- 
sured and trust fund types—gives 14.4 
years and this is not conservative for the 
future. 

It is to be hoped that you won't be 
quoted too freely snd that your figures 
will not form the basis for some self-ap- 
pointed actuarial cost estimates. 


DoRRANCE C, BRONSON 
Vice President & Actuary 
The Wyatt Company 
Washington, D. C. 


DON’T DELAY W-2 FORMS! 


Editors, THE CONTROLLER: 

In the October issue of THE CONTROL- 
LER, C. Rudolf Peterson has an excellent 
article on ““The Internal Revenue Code of 
1954.” Under Miscellaneous Items (on 
page 480) he says, “One Change... 
moves up from January 15 to January 31 
the filing date of (an individual's) final 
return which can take the place of the 
final declaration. This should relieve the 
pressure put upon employers to furnish 
copies of the W-2 forms by January 15. 
... He is referring to Sec. 6015(f) of 
the Code. 

HoweVER, he failed to point out that 
Sec. 6015(i) says, “This section shall be 


DECEMBER 1954 


applicable only with respect to taxable 
years beginning after December 31, 1954; 


Therefore, the January 15 pressure will 
still be with us in January 1955—no re- 
lief until January 1956. This point may 
be unimportant but it would be embar- 
rassing if some payroll department tried 
to delay the W-2’s until late in January 
1955 when they had previously been get- 
ting them out before the 15th, as we do. 


Ray GARVIN 

Assistant Comptroller 

Security-First National Bank 
of Los Angeles 

Los Angeles, Calif. 


Mr. Garvin is right. However, we quote 
the third sentence of the third paragraph 
of Mr. Peterson’s article, viz.— 

“For him [the controller} no brief dis- 
cussion of the new code can serve as more 
than a guide to matters which must be ex- 
plored further and in much greater detail.” 

—The Editors 


DESK-SIZED “BRAIN” 


Editors, THE CONTROLLER: 


In the June 1954 issue of THE CON- 
TROLLER under Research Notes, page 293, 
you have a short squib, “This Electronic 
World.” We should like to have the 
name of the manufacturer or source of 
the machine mentioned in this item. 
Thanks for help in this matter. 


PAUL May 
Mine Safety Appliances Company 
Pittsburgh, Pa. 


The electronic “brain” referred to is man- 
ufactured by the Burroughs Corporation, 
Detroit, Michigan. The machine is called 
an Electronic Documenter, Series E. 

—The Editors 





STATISTICAL CONTROLS 
and 
SAMPLING PLANS 
for 


THE OFFICE 


@ Send for folder on reducing 
clerical costs and improving 


managerial controls. 


ALEX L. HART ASSOCIATES 
35 Wall St. New York 5, N. Y. 
Whitehall 4-5896 
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DRUGGISTS 
... doing widely varying 
volumes of business reduce 
overhead operating cost 
with the fully automatic 
Friden Calculator. They use 
the Friden on inventory, to 

CrOSS t e street TO] ] ) you. extend and audit invoices, 
for payroll and tax calcula- 
tions. The Friden works so 


9, = “ry automatically no special op- 
e erator training is required! 


TTIG@T) figure-thinking 


is helping a business save 
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DEPARTMENT 
STORES 
... simplify figuring of ac- 
counts payable invoices 
with the fully automatic 
Friden Calculator, also 
use time-saving Friden 
shortcuts on payroll and 
statistical calculations, 
expense distribution, in- 
ventory, sales audit. A 
Friden quickly amortizes 
its original cost with 
work-hours saved! 
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Friden builds calculators 
in a wide price range, 
in every size, 
for every figuring need 














Everywhere in business you find Fridens. Because the Friden 





performs more steps in figure-work without operator decisions } 
RESEARCH LABORATORIES than any other calculating machine ever developed. 
... work intricate equations, raise Each automatic Friden decision reduces business overhead cosis 





the power of numbers, determine 
correlations with the fully auto- 





by saving human time. It’s likely your business can’t afford 






matic Friden Calculator. With a NOT to own a Friden. See what you think when you 
touch of one key, the unique see the Friden figure-think. Call in your nearby Friden Man 





Friden Model SRW extracts square 
root automatically —for the first 
time on any desk calculator. The service available throughout the U.S. and the world. 
Friden provides automatic preci- 
sion figure-thinking for every 
figuring need! 





and watch a demonstration! Friden sales, instruction and 







FRIDEN CALCULATING MACHINE CO., INC., San Leandro, California. 









© Friden Calculating Machine Co., Inc. 








HAMMERS: AXES 
HATCHETS >: FILES 











( another cost-cutting case ) Dy Mr Friend ly 


Company: Fayette R. Plumb, Inc. of Philadelphia and 
St. Louis, manufacturers of the famous Plumb hammers, 
hatchets, files, sledges and axes! 

Record: An American Mutual policyholder since 1908. 
Savings through lower premiums: $16,125 saved in 
6 years alone. 

Savings through dividends: $10,825 saved in 


the same period. 
Total Savings: $26,950. 


MO RA L In company after company, from coast to 

coast, we've helped to reduce accidents and 
premiums to far below average for the field. This represents the 
prevention of thousands of disabling injuries and deaths, as well 
as the saving of millions of dollars. If you're interested in the 
special service that reduces overhead and ups worker morale, 
write for “The Complete Case of Fayette R. Plumb, Inc.”: 
American Mutual Liability Insurance Company, Dept. C-6, 
142 Berkeley St., Boston 16, Mass. 


AMERICAN MUTUAL 


Service from salaried representatives in 78 offices! 
Savings from regular substantial dividends! 


© 1954, AMERICAN MUTUAL LIABILITY INSURANCE COMPANY 











Decisions and Margin for Error 


That oft-heard phrase—a safe margin for error—has pro- 
vided considerable comfort for management over the years, 
but in view of today’s slim profit margins, according to Ray 
R. Eppert, executive vice president of Burroughs Corpora- 
tion, Detroit, “management decisions based on stale infor- 
mation or guesswork can be suicidal, and the difference be- 
tween guessing and knowing boils down to the proper use 
of records.” 

Mr. Eppert notes that over 12 per cent of our total em- 
ployed population in the United States is engaged in turn- 
ing paper out or over. He urges businessmen to regard the 
cost of clerical operations as an opportunity rather than a 
calamity. An increase in clerical work loads need not be 
alarming for much of this may be due to change in the econ- 
omy. But “every $100.00 saved through the increase of office 
productivity represents a five per cent profit on $2,000.00 
worth of additional sales.” 

His observations provide a pertinent introduction to the 
article by J. McCall Hughes, vice president and controller, 
Mutual Life Insurance Company of New York, in this issue 
of THE CONTROLLER. Mr. Hughes is president of Control- 
lership Foundation, research arm of Controllers Institute. 
The Foundation recently released a study entitled “Business 
Applications of Electronic Machines: An Annotated Bib- 
liography”’ and has projected other studies and reports in this 
area of office application of electronics to aid in further gains 
in cost reduction and reduction of the ‘‘margin for error.”’ 


Economic Parallels in 
Canada and the U.S.A. 


Further evidence of the close link between the Canadian 
and American economies is available in a recent report of 
the Canadian Bureau of Statistics, which finds that the rates 
of economic expansion in Canada and the United States have 
been remarkably close in postwar years. The Bureau stated 
in a recent analysis that ‘the pattern of developments in each 
of the two countries has been generally similar when ex- 
amined in the broad perspective of total output, income and 
expenditure.” 

In the eight years of 1946-53, industrial production in the 
American economy increased by 49%. It jumped by 45% 
in the smaller Canadian economy. 


th 





The number of persons employed in Canada rose in the 
eight years by 13%; in the United States by 12%. 

In thet period the value of total goods and services pro- 
duced rose in the United States by 29%. In Canada it rose 
by 23%. 

However, if various price changes are taken into account, 
Canada’s economy made sharper gains in the rate of pro- 
duction expansion. At market prices, the value of goods and 


= services produced rose by 74% in the United States while it 


more than doubled in Canada. 

These evidences of the close link between the Canadian 
and American economies add additional interest to the first 
conference, in Canada, of Canadian and American corporate 
controllers and financial officers, which will be sponsored by 
the Hamilton and Toronto Controls of Controllers Institute 
of America in Toronto, beginning April 28, 1955. 

The growth of controllership in Canada has been visible 
in several ways and one of the most tangible recognitions 
was the organization, two years ago, by Controllers Institute 
of a Committee on Canadian Affairs. This body has de- 
veloped several projects for study and has added impetus to 
the development of the Institute’s first conference on Ca- 
nadian soil next April. 


And Now for the New Year . . . 


As we approach the time when New Year's resolutions 
are made with the firmest of resolves, we recall previous 
declarations on various subjects—including “Next year, I'm 
going to organize a program of study and reading on things 
not related to the office.”’ 

For those whose resolutions will be in that area, we sub- 
mit the following observations by Sir Francis Bacon, written 
some three centuries ago in his essay, ‘“Of Studies.” 


"Studies serve for delight, for ornament, and for ability. T heir 
chief use for delight is in privateness and retiring; for ornament, 
is in discourse; and for ability, is in the judgement and disposi- 
tion of business. For expert men can execute, and perhaps judge 
of particulars, one by one; but the general counsels, and the 
plots and marshalling of affairs, come best from those that are 
learned. . . . Studies . . . perfect nature and are perfected by 
experience; for natural abilities are like natural plants, that need 
proyning by studies; and studies themselves do give forth direc- 
tions too much at large, except they be bounded in by experience. 
. . . Some books are to be tasted, others to be swallowed, and 
some few to be chewed and digested. . . . Reading maketh a 
full man; conference a ready man; and writing an exact man. 
And therefore, if a man write little, he had need have a great 
memory; if he confer little, he had need have a present wit; and 
if he read little, he had need have much cunning, to seem to 
know that he doth not. . . . There is no stond or impediment 
in the wit, but may be wrought out by fit studies; like as diseases 
of the body may have appropriate exercises. Bowling is good 
for the stone and reins; shooting for the lungs and breast; gentle 
walking for the stomach; riding for the head; and the like. So 
if a man’s wit be wandering, let him study. . . .” 

—PAUL HAASE 


THE CONTROLLER.............. DECEMBER 1954 









561 








562 


Millions for tenpennies! | 


Here’s how commercial banking 
contributes to the world’s biggest 
output of hardware. 


In 1953, for American craftsmen — 
amateur as well as professional—the 
hardware industry produced some 
1,680,000,000 pounds of nails. 

But that’s only one small item in 
the annual production of our great 
hardware industry! 

Last year’s total outlay for hard- 
ware came to a cool $2,698,000,000! 
With this figure in mind it’s as obvi- 
ous as a hammer-hit thumb that 
somebody had to put an awful lot of 
cash on the keg head to keep produc- 
tion ahead of demand. 

That somebody is very often a 
banker, and here’s the story. 


Bankers step in when needed 


Big hardware manufacturers often get 
along very well by ploughing part of 


last year’s profits back into this year’s 
production. But big or small, most 
manufacturers find it’s often conven- 
ient or more practical to supplement 
working capital for the financing of 
seasonal needs. At such times they 
turn to banks. 


Banks in action 


Commercial banks with their short- 
term loans help hardware manufac- 
turers stock up on raw materials. 
Bank loans provide cash for the 
heavy costs of expanded production 
and marketing. In your own commu- 
nity they frequently help your dealer 
increase his inventories to meet peak 
season demands. And they may even 
help you finance the bench saw, drill 
press or power lathe you want for 
your own home workshop. 


How come? 
What banks do for the hardware in- 


dustry is somewhat similar to what 
bees do for sweet clover. They bring 
on the necessary ingredients for 
growth because it’s their job in the 
scheme of things. Banks exist to put 
money to work. It’s as simple as that. 
This money . . . by and large the 
money you invest and deposit . . . 
also puts men and women to work. 
The fruits of its labor are a higher 
standard of living and a wider oppor- 
tunity to share in the greatest abun- 
dance of goods and services the world 
has ever known. 

The Chase National Bank, first in 
loans to American industry, is proud 
of banking’s contribution to the prog- 
ress of our country. 


The CHASE National Bank 
OF THE CITY OF NEW YORK 
(Member Federal Deposit Insurance Corporation) 




















Cost Controls 


as a Tool for Management 


J. McCall Hughes 


MERICAN INDUSTRY is the most pro- 

ductive and the most efficient in the 
world. No one would question this state- 
ment—outside of the Iron Curtain. One 
of the tools which has been used effec- 
tively by American industry in obtaining 
maximum efficiency is a thorough knowl- 
edge of “production costs’” but American 
industry has been slow to apply this in- 
genuity and know-how it has developed 
in the factory to office procedures, thereby 
making available to those of us who deal 
in this area exclusively the benefit of their 
experience. 

However it seems that almost over night 
office costs have become a major topic for 
discussion. We find the American Man- 
agement Association and other similar or- 
ganizations devoting more meetings to 
office costs than ever before. These ses- 
sions are well attended and quite fre- 
quently by people who represent the top 
echelon of management in their particular 
companies. The question is being asked 
more frequently “How much does this of- 
fice operation cost?” 

This is the first step toward a control 
over office costs on the part of industry 
and holds out the hope that the knowledge 
of production costs developed over the 
years will be applied to the office in the 
near future. 


PIONEERS 

Financial institutions, such as banks 
and life insurance companies, have done 
much more in the analysis and control of 
office costs than have industrial organiza- 
tions. This is understandable because most 
of their costs are in the office. However, 
we have not done as much as could have 
been done. This situation is changing 
also; presidents of financial institutions, 
who had previously relegated the control 
of office costs to others, are showing a per- 
sonal interest in it. This is due to the sharp 
rise (over 100%) which has occurred in 
clerical salaries and other related items 
in the last 10 years. 

In the last few years talks on office costs 
have been made by presidents of life in- 
surance companies; presidents of banks 









A SIDE LOOK AT OFFICE COSTS... 
Many responsible people in industry have been inclined 
to think of office costs as a necessary evil, but not a material 
factor in the cost of operation. Let’s just look at some figures: 


In 1953 this country spent $2.5 billion for office equip- 
ment. More than half of this amount was for office ma- 


chines. 


It is estimated that there are over six million office work- 
ers in the United States with an annual pay roll of over $20 


billion. 


If managers, salesmen, etc., are added to the office work- 
ers, the total reaches to over 15 million “white collar” work- 
ers for an annual pay roll of over $50 billion. 


Is it any wonder that American industry's apathy toward 
office costs 1s rapidly being overcome? 


Wale eg ee ee ae ee 
have become interested in the costs of 
handling checks and other items for their 
customers. Actually, office costs have taken 
on such significance that many chief ex- 
ecutives are now asking about “unit costs,” 
“functional costs,” “standards,” etc. This 
desire on the part of management to 
know more about office costs has made 
them a “hot’’ subject. 

In life insurance, as in any manufactur- 
ing business, our job is to provide a qual- 
ity product to the greatest number of peo- 
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ple at the lowest possible cost. In a mutual 
company, we want to provide low cost in- 
surance at the outset and, in addition, re- 
turn to the owners (policyholders) the 
largest possible dividend in order to 
further reduce the cost of insurance. In 
the case of a stock company, we want to 
provide low cost insurance at the outset 
and return to the owners (stockholders) 
a dividend commensurate with their risk. 
Again, as in the case of an industrial man- 
ufacturing organization, every unnecessary 
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nual Conference of the Life Office Management Association. 
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dollar spent on office costs means a higher 
product cost to the public, less money 
available to increase the salary level of 
efficient workers, and lower dividends to 
the owners of the business. It is, therefore, 
the responsibility of every employe of a 
life insurance company to make sure that 
office costs are kept at the absolute mini- 
mum. 


INSTILLING COST-CONSCIOUSNESS 


Let’s examine that last statement for 
a moment. It is sometimes thought that 
the controller, or some other individual, 
should be charged with the responsibility 
for the control of costs. To me, this is a 
mistake. In my opinion, everyone from the 
office boy to the president should feel a 
personal responsibility for providing the 
most efficient and, therefore, the most eco- 
nomical operation of the company for its 
owners. 

It is easy to say that everyone has a re- 
sponsibility for office costs, but how can 
we get people to accept such a responsi- 
bility ? Believe me, this is not an easy as- 
signment! It can be accomplished, how- 
ever, and in my experience the best way 
to do it is to establish a program which 
will provide cost information to each unit 
in the organization, and at the same time 
the tools necessary to control these costs 
of operation. 

And what will such a program do for 


your company? Well, in the first place, I 
can guarantee that it will reduce your of- 
fice costs. The mere act of finding out 
what you are doing, how you are doing it, 
and how much each operation costs, means 
that you will eliminate some of the things 
which you now think essential. Further- 


more, you will find simpler ways of doing 
those operations which are essential and 
you will have the facilities for determin- 
ing whether or not it is economical to 
mechanize some of your operations. 

As you well know, many changes have 
been made from hand operation to a mech- 
anized operation because the change re- 
sulted in savings over the hand method. 
Accurate cost information on both present 
and proposed methods in such a change is 
essential in order to justify the cost of the 
mechanical equipment. Surprisingly, in our 
own shop we have found procedures 
where the hand operations could be done 
at the same cost as the mechanical opera- 
tions when we took the time to analyze 
the former and make them as efficient as 
we could. Thus, in some such instances 
the proposed machine may not have been 
purchased, or in others we have recog- 
nized that an important part of the say- 
ing came from the analysis and improve- 
ment of the procedures in order to utilize 
the new machine. 

Up to this point, we have been talking 
about machines for the office which cost 
from $1,000 to $10,000 tops. Even when 
our mechanization required the purchase 
of a number of machines, the total outlay 
was still relatively small. Today we are 
talking about electronic machines, the cost 
of which can be measured in terms of 
hundreds of thousands of dollars or even 
millions, and certainly we can’t afford to 
make such an outlay without being sure 
of our cost information, both on the cur- 
rent basis of operation and what it will 
cost with electronic equipment. 

In a life insurance company the knowl- 
edge of office costs can be important in 
pricing our products. For example, the 
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cost of handling individual accident and 
sickness cases could be so high that it 
would price a company right out of the 
market. But unless we know what the costs 
are, we are not in a position to do any- 
thing about them. 

A cost control program will enable man- 
agement to determine in advance what ad- 
ditional personnel will be required for an 
increased volume of business and to pro- 
vide such personne! as needed. 

These are only a few of the things 
which a cost control program would do 
for a life insurance company. To sum it 
up, cost control is absolutely essential to 
an efficient operation. An efficient opera- 
tion is essential to a successful operation. 
A successful operation means better prod- 
ucts for more people at lower costs, more 
jobs for workers at higher wages, and 
more profits for the owners of the com- 
pany. How can any of us justify not hav- 
ing a cost control program ? 


INSTALLING A COST 


CONTROL PROGRAM 

Such a program must fit into the re- 
quirements of the individual company. 
The details of a program which would 
meet the specific needs of each organiza- 
tion cannot be prescribed. It seems to me, 
however, that any cost control program 
should do certain things. I would like to 
talk about the four major items I think 
should be included and use some of Mu- 
tual Of New York's activities to illustrate 
these points from time to time. They are: 


1. Create interest in office costs at the 
top. 

2. Provide adequate cost information 
on a comparative basis. 

. Provide adequate staff assistance to 
aid each individual or department 
in doing an efficient job. 

. Provide adequate information on re- 
sults attained and recognize indi- 
vidual or group accomplishments. 


Creating Interest on the Part 
of Top Management 

This particular phase of cost control is 
the most important. We have a rather com- 
plete program for control over costs at 
Mutual Of New York and from time to 
time people visit us to find out what our 
program consists of. My first question to 
such a visitor is, “Is your president inter- 
ested in what you are trying to do?” If 
the answer is negative, I suggest that we 
will be glad to show him what we are do- 
ing, but tell him that the time spent by 
him in reviewing our program and by us 
in showing it to him will probably be 
wasted. On the other hand, if the presi- 
dent of an organization takes a personal 
interest in cost control; if he will make 
that interest known throughout the or- 
ganization; then the money spent on the 
program will undoubtedly be reflected in 
gains many times over. It would be easy 
to cite numerous examples proving this 











point, but I think it is self-evident to all 
of us that the top officers of an organiza- 
tion set the pattern for the company. This 
is true in cost control as in anything else. 


Providing Adequate Cost Information 
on a Comparative Basis 

The second step is to provide adequate 
cost information in such a way that it 
shows a comparison with some other pe- 
riod in your company or with some other 
company. This is the most formidable 
part of a cost control program. 

Adequate cost information on a com- 
parative basis can take many different 
forms. In our own case, it involves sev- 
eral different types of cost figures. These 
are: 


. An expense budget 

. Functional costs 

. Standard costs 

. Departmental costs by classification 
of expense. 


Dw rh 


Space does not permit a description of 
each of these programs in detail, but we 
will spend a little time on functional costs 
in sicie to demonstrate how this informa- 
tion can be used and why it is necessary 
to have comparisons in order to obtain the 
greatest benefit. 

To us, functional cost means the deter- 
mination of the over-all cost to the com- 
pany of doing a particular pe of work 
—for example, collection of renewal pre- 
miums. It cost Mutual Of New York 87¢ 
in 1953 to collect one premium (including 
billing, collection, payment of commis- 
sions, mode changes, ctc.). This 87¢ is 
made up of expenditures (mostly salaries) 
in the Agency Offices, in the Sales Depart- 
ment, in the Office Operations Depart- 
ment, in the Treasurer's Department, and 
through the allocation of indirect items, 
other departments of the company. The 
over-all cost of collecting premiums to 
our policyholders in 1953 was $1,700,000. 
These figures are significant in themselves 
because they indicate that this particular 
item is large enough to warrant spending 
time and money on review, and the vol- 
ume is sufficient so that a small savings on 
each item will produce a sizable reduction 
in expense. 

But is this enough? Not in my opinion! 

We want to know whether 87¢ per col- 
lection is a reasonable cost or not. The 
only way we can find that out is to com- 
pare it with something else. What did it 
cost our company to collect a* premium 
last year or five years ago? What is it cost- 
ing other companies? If we can find out 
the answers to these questions, we will be 
in a much better position to examine our 
1953 cost figures. 

Let's look at what a comparison of costs 
for the premium collection function within 
our own company shows. In 1947, the cost 

_was 85¢ per collection as compared with 
87¢ in 1953, or an increase of about 2% in 
the seven-year period. On the basis of 
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“You'll have to turn it on, Miss. 
Just saying ‘Rat-tat-tat-tat’ won't do it!” 
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these two figures alone, it looks as though 
our company was doing a less efficient job 
in 1953 than it was in 1947. But are 
these figures comparable? They certainly 
are not! From 1947 through 1953, our 
salary scale increased about 50%. The 
costs of other materials increased propor- 
tionately. Therefore, to convert the 85¢ in 
1947 to 1953 dollars would mean to in- 
crease this figure by 50% or to $1.28. On 
a comparable basis, the cost per collection 
was reduced 41¢ during the seven-year 
period. 

Even this is not enough, because the 
premium collection function incorporates 
many subfunctions. Each of these must be 
investigated ; for example, the payment of 
commissions to field underwriters is in- 
cluded in the collection function. In 1947, 
it cost our company 31¢ to pay one com- 
mission item. In 1953, it cost 42¢. On this 
item we have done a less efficient job 
than in some other areas. Just as an aside, 
the compensation formula for field under- 
writers encompassed more factors in 1953 
than in 1947—but, nevertheless, it cost us 
more to pay commissions. 

As for comparison with other compa- 
nies, this has been a most difficult prob- 
lem. The LOMA Cost Committee has 
a subcommittee composed of companies 
which are in a position to compare costs 
on a functional basis. There are only five 
companies in this group! This is certainly 
a small percentage of the number of life 
insurance companies which are members 
of the Life Office Management Associa- 
tion. Even these five companies have difh- 
culty in finding common grounds for com- 
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parison. However, they are making prog- 
ress and, believe me, whatever information 
is developed is going to be most helpful 
to the participating companies and to the 
policyholders of those companies. 

A word here about over-all cost ratios. 
In my opinion, these ratios are of little or 
no value. In the first place, I have never 
seen a method of calculating cost ratios 
which produced valid comparable infor- 
mation. Secondly, if it were evar to 
develop a formula which would produce a 
valid ratio, the company with the lowest 
expense ratio could still be wasting policy- 
holders’ money in various areas. For ex- 
ample, this company with the lowest ratio 
might be doing an excellent job in the 
larger cost area of premium collection, 
but have a very high cost in handling the 
payment of claims. In comparing on an 
over-all basis, there would be no way of 
determining the waste that was taking 

lace in the handling of claims. I would 
like to point out once again that wherever 
excessive cost occurs, it is coming directly 
from the pockets of the owners of the 
company. 


Providing Adequate Staff Assistance 
Having created interest in office costs 
and provided adequate cost information 
on a comparative basis, the third step is 
to provide the facilities for utilizing these 
factors in attaining a more efficient oper- 
ation. The responsibility for efficient oper- 
ation should rest with the department or 
unit responsible for the work. Such units 
may not have the personnel qualified to 
analyze current procedures and recom- 
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mend new ones; they may not know what 
equipment is available in each unit. To 
fill this void, a staff organization which 
can provide the know-how you would ex- 
pect to get from a management consultant 
organization should be made available to 
the departments, This staff group should 
be adequate to provide advice, assistance 
and counsel in all phases of office opera- 
tions and cost control. 

Recommendations made by the depart- 
ments for changes in these areas should 
require the approval of this staff group. 
They should review the results attained 
at periodic intervals and bring to the at- 
tention of the departments and the man- 
agement areas which can be improved. 
However, it should be understood that it 
is each department's responsibility to op- 


erate efficiently. The staff group should 
not take over the responsibility for a pro- 
cedural study unless it involves the whole 
company and it seems necessary to estab- 
lish responsibility in a central group. 


Providing Information 
on Results Obtained 

The last step in the program for con- 
trolling office costs is to inform all levels 
in the organization of results attained and 
provide recognition for individual or 
group accomplishments. This can be ac- 
complished in numerous ways. The best 
method is to take advantage of every op- 
portunity to talk about or write about of- 
fice costs on a company, departmental, 
group or individual basis. 

In our company we talk about costs 


Control of Overhead Costs and Specific Job Costs 


Excerpt f from an address entitled “Cost Control and Cost Re- 


duction” delivered by W. 


G. Gutmueller, vice president of 


Doehler-Jarvis Corporation, at a meeting of the Toledo Control. 


The cost structure of any manufacturing 
operation is generally made up of direct 
labor, material overhead or burden, and 
other basic costs such as general and ad- 
ministrative costs and selling expenses. Of 
these the manufacturing overhead is most 
difficult to control. This control, however, 
is necessary because hard-earned profits 
can be burned up as rapidly through over- 
head costs that are in excess of budget or 
standard, when volume begins to slide, 
as through any other element of cost. 

For that reason, it is my firm conviction 
that overhead costs must be forecast and 
controlled before being spent and not his- 
torically recorded and reviewed after be- 
ing spent. This is a difficult assignment, I 
know, but if you are entering a month 
where production output is definitely 
scheduled at, say, 70% of normal capac- 
ity, it behooves you to set the stage for that 
volume. You will have to throttle down 
and adjust the cash spigots so that items in 
a controllable category will not flow at the 
100% of budget rate, but more nearly at 
70% so that the.profit included in the 
70% of production volume is still there 
when you end up the month’s operation. 

In your budgeted overheads you have 
included all items of operating expense in 
relation to a given standard of production 
or output. You can either determine each 
item of expense as a rate per dollar or 
hour, or a percentage of basic budget. In 
any event, if you are going to operate at 
70% of normal basic capacity, it is possi- 
ble to compute the extent to which each 
expense item in a given department's 
budget must be reduced to conform to a 
70% of operation. 
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Concerning specific job costs, for each 
part or item that is produced or manufac- 
tured, a selling price must necessarily have 
been set up and this price was established 
by adding a certain percentage of profit to 
a clearly defined cost structure. That cost 
structure, based on time studies perform- 
ance Of proven operation costs, whether 
on a day work or incentive basis, has de- 
partmental overhead costs applied to the 
labor increment. In this pricing structure 
are included material costs, plus proces- 
sing cost and shrinkage loss; also, any 
other item of cost including administra- 
tive and selling expenses. 

This individual job cost check wouldn’t 
be complete, in my opinion however, un- 
less the spoilage or so-called rejects were 
brought out in numbers and percentage so 
their value in costs or loss could be em- 
phasized to those who review the cost 
check report. Likewise so with salvage and 
reclamation operations which, like rejects 
and spoilage eat into profits beyond one’s 
fondest imagination. 

A careful analysis of these leeching 
costs may disclose the need of getting your 
methods engineer on the job to change 
the tooling to a more dependable setup. 
The number of spoiled pieces may indicate 
too much money is being spent culling the 
good ones from the bad ones or that the 
tooling is not producing a product sufh- 
ciently close to, or within acceptable tol- 
erance, to be able to use statistical quality 
control inspection. Sometimes salvage or 
added operations are applied at a greater 
cost than would be involved to dismount 
the job and correct it. 
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at officers’ meetings, departmental staff 
meetings and, in fact, whenever the 
opportunity presents itself. We issue 
budget reconciliations at periodic inter- 
vals, monthly expense statements and 
(without a formal incentive plan) tie our 
operating savings into our budget for 
merit salary increases. 

At this point I would like to refer once 
once again to the need for top executives 
to participate in a cost control program if 
it is to be successful. In Mutual Of New 
York, our president, Louis W. Dawson, 
is vitally interested in all phases of cost 
control. Our executive vice president, 
Roger Hul!, takes a personal interest in 
the cost of operating our company and 
never Misses an opportunity to talk about 
ways of obtaining the most efficient oper- 
ations for our policyholders. 

These two men personally review many 
of the cost analyses prepared in the Con- 
troller’s Department and I assure you that 
these reviews are not of a cursory nature. 
They can ask some real tough questions! 
In working out the answers to these ques- 
tions we work closely with the depart- 
ments involved because the department 
heads are responsible for the cost of oper- 
ating their departments. In digging for 
the answers to these questions raised by 
the president or executive vice president, 
all of us learn a great deal about the ex- 
penses involved—everyone concerned also 
comes face to face with the fact that the 
chief executive officers of our company 
are interested in costs. 

Before closing this discussion I'd like 
to clear up one point which seems to be 
a “stumbling block” to the acceptance of 
many cost control programs. Cost control 
does not signify an unwillingness to 
spend money! Personally, I am anxious 
to spend money-—if by such an expendi- 
ture we will increase our efficiency. Today 
as never before “you have to spend money 
in order to make money.” But before 
spending, you should ke able to measure 
what you expect to gain by the expendi- 
ture. A cost control program will enable 
you to do this and should be an aid to 
anyone who proposes an expenditure 
which will actually contribute to the over- 
all results attained by the company. 
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Controller Education 


J. Hugh Jackson 


This paper is an excerpt of a talk given by Dean Jackson 
before the Western Conference of Controllers Institute of 


America held in Victoria, British Columbia, June 3-5, 


= CONTROLLER is a relative new- 
comer in official corporate manage- 
ment circles. In the decades since 1900 
there has been an unprecedented growth 
in American industry in the size and 
complexity of individual business units, 
accompanied by a corresponding in- 
creased demand for better management 
practices; this, in turn, has required 
more adequate and scientific accounting, 
and more exact financial control. To a 
large extent controllership has been the 
result. 

Accordingly, there is still consider- 
able variation in the duties assigned to 
the controller, and to the recognition 
given to the position in corporate man- 
agement circles. In some instances he is 
little more than a “glorified’’ book- 
keeper, reporting to an assistant secre- 
tary or an assistant treasurer, whereas in 
other instances he is a member of top 
management, not infrequently being a 
senior vice president, perhaps chairman 
of the corporation’s finance committee, 
and sometimes a member of its board of 
directors. 

The controller thus becomes the indi- 
vidual charged with the development 
and maintenance of proper accounting 
records, the establishment and enforce- 
ment of a proper system of internal con- 
trol, and the maintenance and supervi- 
sion of an adequate internal auditing di- 
vision. He is an individual charged with 
the responsibility of serving all other 
departments of the business by prepar- 
ing for them, or aiding them in the 
preparation of, budgets, expense state- 
ments, expense analyses, performance 
analyses, and other aids to efficient op- 
erations. In carrying out his duties, he 
differs from other departmental heads 
because of his greater freedom to cross 
departmental barriers and to penetrate 
departmental lines. 
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With this background we are now in 
better position to consider the kind of 
education that will fit men for control- 
lership. What kind of education can fit 
men for so important a job? 


EDUCATION FOR CONTROLLERSHIP 


It is the writer's opinion that the ideal 
education for controllership should con- 
sist of four years of engineering or lib- 
eral arts as a foundation, this to be sup- 
plemented by two years of intensive 
graduate or professional study in busi- 
ness. It is recognized, however, that this 
ideal ptogram is not always possible, as 
many young men cannot spend more 
than four years in college. 

In this latter situation the first two 
years of the college course should relate 
to broad, general education—courses in 
modern science, in mathematics, in his- 
tory, economics and psychology, in writ- 
ten and oral English, and the like. 

Unfortunately, there are still some 
colleges that begin, from the day that 
students enter as freshmen, to pour 
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to the literature of accounting and auditing.” In 1947 he 
was Dickinson Lecturer, Harvard University. He is an asso- 
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highly specialized, routine subject mat- 
ter down their throats. Students get ac- 
counting, accounting, accounting of the 
most routine type, with other business 
subjects presented in much the same 
way. Every year there are students ap- 
plying for graduate or professional 
work in business who have had no col- 
lege mathematics, no modern science in 
college, nor history or psychology, very 
little economics, little or no written or 
oral English, and only the most routine, 
mechanical type of accounting and busi 
ness training. 

Such graduates may become reason- 
ably good clerical workers or machine 
operators, but they are not—at least so 
far as their college program is concerned 
—educated business people. 

Our great state universities, while 
they will undoubtedly always be com- 
pelled to meet the demand for under- 
graduate courses in business administra- 
tion, are very rapidly adding graduate 
programs in that field leading to the 
Master's, or even the Doctor's degree. 

Other schools, of which Columbia Uni- 
versity in New York City is typical, have 
recently dropped entirely their undergra- 
duate programs in business administration 
and are concentrating wholly on graduate 
or professional work. Tulane University 
in New Orleans is contemplating a pro- 
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gram of this sort, Emery University in 
Atlanta has such a program in the making, 
and even where the undergraduate pro- 
gram will not be eliminated the major 
emphasis in many cases is being placed 
more and more upon graduate or profes- 
sional work. By such means students are 
enabled to obtain a basic education in the 
arts and sciences, as well as being pre- 
pared for a successful career in business. 


x 


STANFORD SCHOOL’S PROGRAM 


The Business School at Harvard and 
Stanford have been graduate or profes- 
sional schools from the time of their in- 
ception. My own concept of what repre- 
sents proper education for controller- 
ship is paar best revealed by the pro- 
gram of study developed in the Stanford 
School during the 23 years that I have 
served as its Dean. Perhaps I may be 


PREPARATION FOR SUCCESS 


For the purposes of this paper, education will be pre- 
sumed to encompass the following: 


1. Preparation for a successful and useful career in what- 
ever field of endeavor the person may choose to follow. This 
does not mean narrow specialization, but rather broad prep- 
aration which will enable the individual not only to compre- 
hend and utilize the technical aspects of his own subject, but 
will also enable him to understand fully its relation to other 
phases of his technical field of endeavor and thus render 
efficient service on the broadest possible scale. 


2. Development of those qualities which will make the 
individual the most useful and best citizen. In order that 
education may fulfill this purpose, the individual should be 
provided a broad background of the cultural, economic, sci- 
entific, and social developments which have brought about 


our present civilization. This will result in the person acting 
in civic and national affairs with intelligence rather than 
on the basis of narrow emotionalism alone. 


3. Education should also provide the means whereby the 
individual will realize the greatest enjoyment in living. In 
terms of college curricula, this means dealing broadly with 
the thirgs in life about him, giving him an appreciation and 
general knowledge of the geology of the earth about him, of 
flowers and birds and trees, of art and music and literature, 


and of many similar things. 


Many so-called educational programs give entirely too 
little emphasis to preparation for enjoyable living. On the 
other hand, any program of education which emphasizes 
only this phase, and sends a young man or woman out into 
the realities of life without any preparation for that lowly 
task of making a living, has failed completely to realize the 
purpose and responsibility of education. 


Such education may be partly self-obtained, and obvi- 
ously the man who wishes to reach the heights of success 
must always be a student. By whatever means the goal is 
attained, the end goal is to produce men highly qualified to 
take their places in top management circles, to be good citi- 
zens of their communities and of the nation, and to be pre- 
pared for good living both on the job and during out-of- 


office hours. 
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pardoned for using my own School as a 
case study. 

College graduates come to us from in- 
stitutions throughout the United States 
and Canada, and this year from 18 other 
foreign countries. The graduates of 
more than 100 accredited colleges and 
universities are now registered in the 
School. These men have majored in 
their undergraduate work in engineer- 
ing, in economics, in history, political 
science, or psychology, in chemistry, 
physics, English literature, and every de- 
partment of the university. Not more 
than 15% of our students majored in 
commerce as undergraduates, which 
possibly explains why they have ap- 
proached their professional work not 
only with a fresh point of view, but also 
with a determination to “make good” in 
this new field of intellectual ot conch 


KNOWLEDGE OF 
MAJOR FUNCTIONAL FIELDS 


However, in addition to having this 
broad basic training and cultural back- 
ground, the young man preparing to en- 
ter the field of controllership must pos- 
sess a basic knowledge of all the major 
functional fields. He should have funda- 
mental courses in production (or indus- 
trial management), in the various 
phases of distribution, in banking and 
finance, in personnel and industrial rela- 
tions, and the like. In addition, he 
should have background courses in busi- 
ness law, in applied psychology, in the 
geographical aspects of business loca- 
tion, in the economic aspects of our en- 
terprise system, and of primary impor- 
tance, in how to use effectively both 
written and spoken English—we place 
great emphasis upon business report 
writing in all courses in the School. 

How can a controller who does not 
understand the basic problems and 
methods of production in his company’s 
plants serve effectively the needs of the 
factory departments? Likewise, unless 
he understands the methods and major 
problems of his company in distributing 
those products, how can he render effec- 
tive aid in the setting of sales budgets, in 
the control of distribution expenses, and 
the like? 

Moreover, even if he possesses the 
knowledge, can he be a constructive 
force in the organization if he does not 
pom the ability to communicate his 

nowledge in clear and understandable 
form to those who must use it? Further- 
more, since the controller generally does 
not have line control, and therefore can- 
not issue a direct command, his commu- 
nications must be couched in persuasive 
language to accomplish the desired goal. 


ACCOUNTING PHASES 

The work in accounting should in- 
clude a basic course in fundamental 
principles, a comprehensive course in 











cost accounting, a course in the develop- 
ment and use of budgets and standards, 
auditing with special emphasis on inter- 
nal auditing, and income taxation. Addi- 
tional desirable courses would relate to 
advance accounting theory, system build- 
ing, and the like. Special emphasis 
should constantly be given to account- 
ing reports—prepared promptly for all 
levels of management, and providing 
usable data applicable to each execu- 
tive’s own job. The timing of reports is 
frequently as important, or even more 
so, as the content of the report itself. 
Factual data, showing accomplishment 
as compared with standards or with 
budgeted amounts, comparisons with 
previous weeks, or months or years, esti- 
mated costs and anticipated results of 
contemplated new processes or products 
—all give the controller a key position 
in the enterprise which no other execu- 
tive can fill. 

Both the controller and the field of 
activity which he represents function to 
improve the efficiency of the entire busi- 
ness, but if that function is performed in 
the manner intended, it becomes so im- 
portant that no modern business can 
properly carry on its activities without 
it. Only experience can make the student 
realize the full importance of this; the 
educational process, however, can make 
him cognizant of its existence. 


THE STATISTICAL FUNCTION 


Not infrequently corporate organiza- 
tion charts show statistics also as a func- 
tion of the controller. Accordingly, 
along with his specialized knowledge in 
accounting, and his more general knowl- 
edge in the other functional fields, the 
student preparing for a career in the 
field of controllership should also ob- 
tain a good working knowledge of sta- 
tistics, which field in many ways is 
closely related to accounting. In prepar- 
ing internal statistics the statistician will 
draw heavily on data available from the 
accounting records, as well as from 
other internal business sources; he will, 
however, also need to prepare statistical 
data based upon materials entirely out- 
side his own company’s operations. In 
the preparation of the budget, for ex- 
ample, statistics become especially im- 
portant in measuring the short-run and 
long-run tendencies which bear upon 
business operations. 


GRADUATE SCHOOL COURSE 
IN CONTROLLERSHIP 


Finally, in order to round oft his edu- 
cation for controllership, the student 
may be given a special course in con- 
trollership. Such a course is offered in 
the Graduate School of Business at Stan- 
ford, which is taken each year by some 
30 of the best students in the School. 
The Department of the Navy requires 
all officers detailed to the School to en- 


STANFORD 


roll in the course, and civilian students 
who look forward to a career in control- 
lership also register for it. It is taken 
during the fifth quarter of the students’ 
six quarters in the School. 

A brief description of this course, 
which has been developed by the writer 
over the past five or six years, will per- 
haps be in order at this time. It is ot a 
course in accounting; it is assumed that 
the student has had his courses in gen- 
eral accounting, cost accounting, audit- 
ing, budgeting, and the like. It is more 
a course in accounting organization, and 
is primarily a case-study of how the con- 
troller functions, how his division of the 
business is organized, how he uses the 
various phases of accounting to serve 
the business, what kinds of reports and 
other aids are furnished the various 
levels of management, and what results 
are obtained. There are 20 sessions of 
the class, each session being for two 
hours in the classroom or for a half-day 
field trip to observe at first hand con- 
trollership in different types of organi- 
zations. 

A brief survey is first given of the de- 
velopment of controllership in Ameri- 
can business, following which two hours 
of class work are given to a discussion of 
the controllership functions and two ad- 
ditional hours to controllership organi- 
zation. Case materials include organiza- 
tion charts, corporate by-laws, manage- 
ment regulations, executive orders, and 
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the like from a number of prominent 
corporations. 

At this point the first field trip occurs, 
a visit to San Francisco’s largest depart- 
ment store. The students are the guests 
of the store at a 12 o'clock luncheon, 
which is also attended by a half-dozen or 
more of the store executives. Immedi- 
ately following luncheon, an hour and 
one half is given to the presentation of 
the controllership of the store. The 
whole program is carefully planned so 
as to accomplish the most in the time 
available: 

1. The president, or the vice presi- 
dent and general manager, takes ap- 
proximately 20 minutes to give the over- 
all organization of the company and the 
controller's place in it—including what 
top management expects of the control- 
ler; 

2. Then the controller outlines his 
functions and organization, which in 
turn is followed by two or three of the 
division heads who describe specifically 
their part in the work; 

3. The class is then broken up into 
groups of six to eight, and a division 
head takes each group through all the 
controller's departments and explains in 
detail the purpose and functioning of 
each. 

4. The students then prepare a 2500 
to 3000-word report, dealing in a criti- 
cal, yet constructive way on the trip. 

It is really amazing what these sec- 
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ond-year graduate students, many of 
whom have had several years of business 
experience as well, get in four hours on 
a held trip of this sort. Almost without 
exception, the businesses also say that it 
is a stimulating experience for them. 

The next two two-hour sessions are 
given to a discussion of the procedures 
and problems involved in the develop- 
ment, maintenance and enforcement of 
a satisfactory system of internal control. 
Case materials representing both good 
and bad situations are used. 

Next the basic techniques for which 
the controller is responsible are pre- 
sented ; these include such matters as the 
development and maintenance of the ac- 
counting system, the classification of ac- 
counts, the preparation of accounting 
manuals, the development and efficient 
use of the cost accounting system, the 
preparation and enforcement of budgets, 
the system of reporting, the form and 
content of financial statements, and the 
like. 

Certain more detailed problems for 
which the controller is generally respon- 
sible, such as depreciation, problems of 
the inventory, the proper accounting for 
capital additions, etc., are reviewed and 
briefly considered—not so much from 
the standpoint of the accounting prin- 
ciples involved as from the angle of the 
controller’s function and responsibility for 
each. 

Intermingled with this part of the 
course work are various speakers from 
the outside and at least two additional 
field trips each year. Early in the course 
the controller of Stanford University 
appears before the class for two sessions 
and makes a case-study presentation of 
institutional controllership. The various 
types of controllership found in large 
educational institutions are briefly de- 
scribed, and then a detailed discussion 
of Stanford’s controllership is given. 


This covers the organization of the 
office; the controller's functions and re- 
EY abi mae his relation to the presi- 

ent and the board of trustees; the prep- 
aration and enforcement of the annual 
budget; the auditing of dining halls, 
dormitories, athletic association and 
other agencies about the University; the 
preparation of the monthly and other 
periodic reports for the board of trus- 
tees, the president, deans of schools and 
department chairmen, the business man- 
ager and directors of dormitories and 
dining halls; and any auxiliary activi- 
ties. Forms are presented, actual situa- 
tions described, and controllership is 
made an actual, living force in the life 
of the University. 

Internal auditing, as one of the re- 
sponsibilities of controllership, is pre- 
sented in much the same way. The in- 
structor takes one two-hour session dur- 
ing which the general procedures and 
goals of internal auditing are discussed, 
followed by a two-hour presentation by 
the chief internal auditor of the Stand- 
ard Oil Company of California of the 
organization, functioning, and methods 
of reporting by his group in that huge 
industrial. Internal auditing is shown to 
be not primarily a corrective or investi- 
gative process, but rather a means by 
which manufacturing plants, distribu- 
tive divisions, subsidiary companies, and 
the like, can function more efficiently 
with advantage to themselves as well as 
to the entire company. 

In addition to the department store 
field trip, two additional field trips are 
taken each year. One of these is to study 
controllership in a large municipal or 
governmental unit, and for this purpose 
the visit is made either to the San Fran- 
cisco City Hall, where the controller 
serves both the City and County of San 
Francisco, or to the Sixth Army Head- 
quarters at the Presidio of San Fran- 


RANDOM OBSERVATIONS 


It will undoubtedly be assumed that first and foremost 
in the program of education for controllership will be a 
thorough groundwork in accounting. While a knowledge of 
technique is necessary, the major emphasis, even in the early 
presentation of the subject, should be upon its interpreta- 
tive and managerial aspects. The student should realize 
from the very beginning that accounting is the servant of 
business and never an end in itself, and that no business 
operates merely for the sake of having controllership. 


Men succeed in graduate or professional study not because 
they have taken numerous undergraduate courses in any 
given field, but because they have learned to analyze cor- 
rectly difficult situations and to think problems through to a 


logical conclusion. 
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cisco, where comptrollership as estab- 
lished by the Department of Defense is 
observed. Field trips to each are made 
in alternate years. 

The final visit each year has been 
made alternately to the California Pack- 
ing Corporation, a large industrial, or 
to the Pacific Telephone and Tele- 
graph Company, a huge public utility. 
In each of these instances the controller, 
as well as other members of the execu- 
tive group, participate in the field trip 
and discuss with the students the prob- 
lems and methods and accomplishments 
of the controller organization. Follow- 
ing each of these field trips the student 
writes a 2500 to 3000-word constructive 
review and criticism of the controller- 
ship as he found it. These reports are all 
carefully read by the instructor, and in 
most instances one or more of the best 
reports are submitted back to the con- 
troller of the visited organization. As al- 
ready intimated, the controllers of those 
organizations not visited in one year ap- 
pear before the class on the campus. 


TESTING THE EFFECTIVENESS 
OF CONTROLLER EDUCATION 

The material presented in this paper 
does not necessarily represent the per- 
fect, or even the best, program in the 
education of the prospective controller. 
At the same time we Believe that it is a 
practical and efficient method of doing 
the job. Moreover, it must be recognized 
that the University alone cannot suppl 
that capstone of discipline which is 7 
forded by actually doing the job. Even 
though a portion of the period of ap- 
prenticeship may be replaced by system- 
atic schooling, a person who advances 
through successive positions in business 
secures a kind of discipline which, 
though largely intangible, is neverthe- 
less essential. 

The best test of the effectiveness of 
such education is undoubtedly the re- 
sults achieved. It has been a great satis- 
faction to our School, therefore, to ob- 
serve young men going out into business 
and industry interested in the field of 
controllership. Men who have had no 
previous business experience, who have 
had no family ties or other contacts with 
the top management of the organization 
by which they were employed, have suc- 
ceeded in becoming controllers within 
five years after leaving School, in some 
instances in corporations with more 
than $100,000,000 of assets. These men 
have later gone on to vice presidencies, 
either with or without their controller- 
ship, and have taken their places effec- 
tively in the top echelons of business 
management. They have recognized 
their responsibility for service to all de- 
partments of the organizations which 
they have served, and they have done 
their jobs well. To that same extent we 
believe that our educational program has 
been successful. 
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AUTOMATICALLY INSERTS 


1. gathers up to 8 enclosures 
2. INSERTS enclosures in envelope 
3. seals envelope 


4. meters postage or prints 
postal indicia 
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INSERTING & MAILING 
MACHINE MAKES HUGE 
COST REDUCTIONS 


B Per mechanized mailing is saving thousands for American 
business. Because Inserting & Mailing Machine does the work 
of dozens of clerks—it slashes payroll expense, saves supervisory 
time, reduces overhead and floor space. Owners are able to forget 
the chore of rounding up temporary help or the task of maintain- 
ing large mailing-room crews. Most important, they are free to 
mail when they please. At a fraction of former costs, the machine 
prepares 35,000 to 40,000 pieces per day...more than 150,000 
per week. 


See whether you too can save... 


No need to mail in the millions. Many owners mail as few as 
20,000 or 30,000 pieces per month, yet still affect tremendous 
economy. Your savings are not a matter of conjecture. They can be 
established easily by facts and figures. We will be 
glad to make a time-cost study of your mailing 
operation. Then show you how efficiently and 
economically the same work can be handled by 
Inserting & Mailing Machine. 


How soon will your machine pay for itself ? 


Our Analysis & Proposal will answer this question 
and many others. Get this time-cost study. 


INSERTING AND MAILING MACHINE CO. 


PHILLIPSBURG, NEW JERSEY 
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A FEW OWNERS OF 
INSERTING & MAILING MACHINE 


American Radiator & Standard Sanitary Corp. « 
Radio Corporation of America « 0. M. Scott & Sons 
¢ Hotels Statler Co., Inc. * Beech-Nut Packing 
Co. * Bank of America » F. & M. Schaefer Brewing 
Co. * May Co. * Equitable Life Assurance Society 
¢ R. H. Macy « Metropolitan Life Insurance Co. « 
Wm. Filene’s * Pacific Mutual Life Insurance Co. 
¢ Curtis Publishing Company * Gimbel Bros. 
Popular Science Publishing Co. * American Auto- 
mobile Association of New York * Automobile Club 
of Southern California « Readers Digest * Peck & 
Peck * The Cambridge Wire & Cloth Company « 
Bankers Trust Company + Doubleday & Company, 
Incorporated + First National Bank of Boston 
Associated Hospital Service of New York 
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PHILLIPSBURG, NEW JERSEY 


Please prepare Analysis & Proposal 
pertaining to our mailing needs. 


Send more information about 
machine. 














Personnel Budgets 


F. W. Burton 


HE MOST effective accounting tool that 
To have been able to provide to our 
management is a Personnel Budget. Be- 
cause of its simplicity it is used to con- 
trol personnel by management and as a 
result the labor dollar is controlled, of 
course. The importance of control of 
personnel in our type of industry is 
pointed up by the fact that, at our pres- 
ent sales volume, fifty cents of every dol- 
lar spent go to salaries and wages: 


% of Dollar 
31.0 
18.9 
37.9/ 
>» 50.1 
12.2} - 


100.0 


Classification 
Material 
Expenses 
Labor—Indirect 
Labor—Direct 


Many expenditures classified as ex- 
penses above follow labor very closely, 
such as group insurance, workmen's com- 
pensation insurance, pay roll taxes, etc., 
so that actually labor plus fringe benefits 
takes more than 50% of our dollar 
spent. 

In the fall of each year, the Sales De- 
partment forecasts its expected sales for 
the ensuing year. We then set up our 
budget to the Sales forecast figure. In ad- 
dition, we set up expense and profit-and- 
loss budgets at two equal increments in 
sales dollars over the Sales forecast 


figure and two equal increments under 
the Sales forecast figure. For example, if 
our Sales-forecasted figure were $5.2 
million we set up budgets as follows: 


$4,200,000 
$4,700,000 
$5,200,000—Sales Forecast 
$5,700,000 
$6,200,000 


We have, in effect, five budgets, and if 
our sales vary significantly from the 
forecast, we have budgets set up that we 
can use without any further work neces- 
sary. 

Exhibit A is a condensed version of 
how our profit-and-loss budgets might 
look. Setting up five profit-and-expense 
budgets in this manner might seem a 
task. Actually it is not, and we feel that 
the value derived from our method more 
than pays for itself in the way of infor- 
mation. We have predetermined how 
we will increase our expenses and per- 
sonnel if our sales are higher than fore- 
cast and how we will decrease expenses 
if our sales are not what we expected 

In setting up our personnel budgets 
we have planned which jobs will be 
eliminated by a downward trend in sales 
and which jobs will be created by an up- 
ward trend, and so are in.control as our 
business changes. 


F. W. BURTON is a graduate of the Bentley School of Ac- 
counting in Boston, Massachusetts. From September 1941 
to September 1943 he served as an accountant in the Com- 
mons at Andover Academy in Andoyer, Massachusetts. For 
this article, Mr. Burton has drawn on his experience at the 
J. W. Greer Company, manufacturers of continuous produc- 
tion machinery, Wilmington, Massachusetts, which company 
he joined in 1943 as cost accountant. He was appointed 
chief accountant in 1947 and controller in 1950. He is 
a member of the National Association of Cost Accountants. 
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As we work up our budget figures in 
dollars, we work up our personnel 
budget figures as well. Exhibit B is a con- 
densed version of how our budget for 
personnel might look. 

For our purposes we break the person- 
nel down as far as reasonably possible. For 
example, our Production Manager is re- 
sponsible for the Production Depart- 
ment and movement—shipping, crating, 
stockrooms, dispatching—so that we 
break his budget down by these sections. 
We do the same for every department so 
that comparisons can be drawn for each 
section. 

We now know the personnel each de- 
partment and section is expected to have 
during the ensuing year at each of five 
levels. However, these figures standing 
alone will not tell us whether we are 
overmanned or not, and consequently do 
not give as much control as we would 
like. 


CONTROLLING EXPANSION 
AND CONTRACTION 

During the past dozen years or so our 
company has expanded and contracted, 
and is now expanding again, creating 
many problems for management. Expan- 
sion and contraction with resultant 
problems afford us all an opportunity to 
be of greater service to management in 
setting up controls and planning so that 
working forces can be kept in line with 
changes in volume. 

Government work expanded our com- 
pany during the years 1941 through 
1945. During the years 1946 through 
1948 sales were high because of a back- 
log built up during the war years. The 
years 1949 and 1950 are now what we 
consider to be our normal years; sales 
during those two years were consistent 
and our working force was stabilized. 
In 1951 we again expanded through 
govetnment work, maintaining the ex- 
pansion during 1952 and 1953. Now, by 
reason of the development of new prod- 
ucts, we expect that our sales will be 











XYZ COMPANY 
EXHIBIT A CONDENSED PROFIT AND LOSS BUDGETS—YEAR 1954 


(in thousands of dollars) 

















SALES 4,200 4,700 5,200 5,700 6,200 
Less—Cost of Goods Sold: 
Material 1,176 1,316 1,456 1,596 1,736 
Direct Labor 462 517 572 627 682 
Indirect Labor 996 1,081 1,203 1,255 1,297 
Indirect Expenses 630 704 767 797 847 
Cost of Goods Sold 3,264 3,618 3,998 4,275 4,562 
Gross Profit 936 1,087 1,202 1,425 1,638 
less—Operating Expenses: 
Administrative 325 340 353 360 366 
Seliing 401 445 484 506 512 
Total Operating Expenses 726 785 837 866 878 
Income from Operations 210 297 365 559 760 
. . . o . o . . . . . . . . . . . . . . . 


with which to sell and produce the con- 
verted sales dollar figure would be the 
same as in 1949 and in 1950—a total of 
408. 

Now we know the personnel with 
which it is possible to do $4 million in 
sales volume. From our personnel 
budgets, we determine that, for each $1 
million increase in sales volume, 54 ad- 
ditional employes are necessary on an 
average. Referring to Exhibit B, the in- 


50% higher than our “normal” years of 
1949 and 1950. 

If during these periods of changing 
sales volumes a company were ‘in con- 
trol” of its expenses and personnel, it 
would only have been by reason of 
sound control and not by “flying blind.” 
As our company moved from blind fly- 
ing to control through use of budgets 
and personnel budgets we found that 
our personnel had increased 5% over 


e am . . . . . . . . . 7 . o . . . . . . . 


XYZ COMPANY 





EXHIBIT B CONDENSED PERSONNEL BUDGETS—YEAR 1954 
4,200,000 4,700,000 5,200,000 5,700,000 6,200,000 
Direct Labor 181 ( 190 208 224 "238 
Production Department 50 52 54 58 |} 60 
Maintenance Department —< 24 —< 26 — 28 — + 28 —i 30 
Personnel Department 3 4 | 4 4 | 4 
Miscellaneous Factory \ 62 66 70 72 _ 74 
Factory 320 338 364 386 406 
Engineering 66 70 70 74 78 
Sales and Installation 50 50 50 50 50 
Administrative 30 34 38 38 40 
Total Personnel 466 492 522 548 574 
Required Personnel —466 —492 —522 —548 
Personnel Needed Per $500,000 
Increase in Volume 26 30 26 26 
e e 7. . - - . . _ . . . . _ . . . . a . _ 


crease in personnel runs 26, 30, 26 and 
26 for each additional $500,000 increase 
in sales volume, averaging 54 per $1 


what we felt our sales volume called for 
by way of personnel. 
We were able to show up the 5% in- 


crease in personnel on the basis of the million. ing to compare dollars in different years. 
“normal” years 1949 and 1950. It was We have thus determined three (Continued on page 596) 

not necessary to average the two years as 

each year's eales volume snd working * * * © & # © (8 0 6) Gwe) LTR OO 8 8 Se 
force were the same. We converted the eee ee ceeiiaes . giana a ; 

: jes Volume 200, 4,700, 5,200,000 5,700,000 6,200,000 
sales dollars of 1949 and of 1950 to to- pur’ "te ies aa o ~ po = 
day s dollar. Personnel—Possible 419 444 473 500 527 

To illustrate: If the sales volume were -— — — si on 
Personnel—Increase 47 48 49 48 47 


$3.6 million in 1949 and we converted 
this figure to $4 million and considered 
this our basic sales figure, the personnel 
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factors which we can use as material in 
the control of personnel: 







Basic Sales Volume $4 million 
Basic Personnel 408 
Personnel Needed Per $1 million 

in Increased Volume Over Basic 54 





Now let us make a comparison with the 
personnel budget as shown in Exhibit B: 

By deducting basic sales of $4 million 
from first column, we show a $200,000 
increase in sales. We multiply this in- 
crease as .2 million X 54 to calculate per- 
sonnel necessary to produce this addi- 
tional $200,000 in sales (.2 & 54) = 11, 
and add to this the 408 basic personnel 
showing a total of 419 necessary. We do 
this for each level of sales to show the 
number of personnel necessary to sell 
and produce each sales_level. In our ex- 
ample, the results show that there has 
been an increase in personnel from basic 
years of 1949 and 1950 averaging out to 
48. 

A comparison of our detailed basic 
personnel figures of 1949-1950 with the 
personnel budget at $4.2 million level 
will pretty well show us where the 48 
jobs are located. We are now exerting 
some degree of control so that we can 
show management that between our 
basic years and today these 48 jobs have 
been created, and what is more we can 
show management where they are—in 
sales, im production, in administrative, 
in factory, in maintenance, in engineer- 
ing, etc., or in any section of these depart- 
ments. 

It is then management's job to evalu- 
ate the 48 jobs to see whether their ex- 
istence is justified. From actual experi- 
ence, we find that some may be justified 
by reason of changes in type of sales, etc. 
In these cases, we add these to our basic 
personnel numbers in order to stay in 
line. In other cases, it is found that the 
job cannot be justified or changes can be 
made that will eliminate the position. 
We do not change our basic figures for 
these, continuing to show them as per- 
sonnel over necessary requirements until 
the changes have been made. 

In any event, we have now given man- 
agement a simplified tool with which to 
work. The personnel counts are simple 
to work with and require no conversion 
to yesterday's dollar or tomorrow's dol- 
lar. An employe doing a particular job 
in 1949 and in 1954 counts only as 1 and 
not as 1.2 as we have to figure when try- 
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Accountants Study Electronics at 


AIA Annual Meeting 


LECTRONIC ACCOUNTING; auditing 
E practices; the control of research and 
development costs; federal taxation, and 
relations between CPA's and their corpo- 
rate clients were among the major topics 
discussed at the 67th Annual Meeting of 
the American Institute of Accountants. 
The sessions were held October 17-21 in 
the Waldorf-Astoria, New York. 

Maurice H. Stans of Chicago, executive 
partner in the accounting firm of Alex- 
ander Grant & Company, was elected pres- 
ident of the organization, succeeding Ar- 
thur B. Foye of New York. Four vice 
presidents were named: Ira N. Frisbee, 
Beverly Hills, California; Alvin R. Jen- 
nings, New York; John C. Martin, Co- 
lumbus, Ohio, and Virgil S. Tilly, Tulsa, 
Oklahoma. The treasurer, William M. 
Black, New York, was re-elected. 


“A CONVENIENT AND 
RELIABLE SERVANT” 

An entire morning session was devoted 
to ‘Accounting by Electronics,” with Jo- 
seph Pelej, partner in Price Waterhouse 
& Co., New York, presiding. The opening 
speaker, Dr. Alfred N. Goldsmith, a New 
York consulting engineer, explained the 
basic principles of the electronic computer 
and other control devices, and told how 
their use saves time and manpower. 

“Data originated in a governmental 
military department,” Dr. Goldsmith said, 
“indicate the economies resulting from 
electronic computation in the preparation 
of some 120 complex actuarial tables. The 
electronic computer used 1443 manhours 
of human labor in all the incidental and 
auxiliary operations, and 104 hours of 
computer time in actually preparing the 
tables and checking them. It was estimated 
by experts that human calculators would 
have required a total of about 28,000 
manhours for the same job. The project 
cost on the electronic basis was $15,000. 
If carried out by human labor it would 
have been $200,000, or 14 times as much. 

“Oddly enough, it has been found that 
the study of human and commercial prob- 
lems, using elaborate electronic computers, 
is far more difficult than the electronic 
analysis of scientific or technical matters. 
Many more and very complex factors af- 
fect human behavior. The laws governing 
these factors are extremely hard to deter- 


mine. This leads to the pleasant conclu- 
sion that the human statisticians, account- 
ants and analysts will be the sole masters 
of their professions and that, in the fore- 
seeable future, the electronic machine will 
be no substitute for them, but only their 
convenient and reliable servant.” 


NEW AIA PRESIDENT 


Shelburne 
za 


MAURICE H. STANS, CPA, execu- 
tive partner of the accounting firm 
of Alexander Grant & Company, 
Chicago, was elected president of 
the American Institute of Account- 
ants for the 1954-1955 term at the 
67th Annual Meeting in New York. 


ADAPTING ELECTRONICS 
TO THE OFFICE 


Speaking at the same session, Paul E. 
Hamman of Detroit outlined some of the 
technical difficulties to be overcome in 
adapting electronics to the office. He also 
spelled out the staff requirements involved 
in the use of a large-scale computer, num- 
bering from 12 to 25 people. 

“Three to five full-time maintenance 
engineers and technicians,”” he said, ‘are 
included in these totals. The complexity of 
the machines requires more or less con- 
tinuous maintenance work, partly of a pre- 
ventive nature. Five or six programmers 
—individuals trained in the preparation 
of step-by-step instructions which the ma- 
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chines require in order to perform desired 
operations—are also included in these to- 
tals. 

“The operation of the machine itself 
requires only three to six people per shift. 
While the machine operation is highly au- 
tomatic, attention must be given to a mas- 
ter control panel which, among other func- 
tions, signals errors as they occur. Reels 
of magnetic tape or other input and out- 
put media must be loaded and unloaded ; 
output papers: ge. paper forms require 
attention, and so on.” 

Companies which plan to install com- 
puters of this type, Mr. Hamman cau- 
tioned, should allow for one or two years 
to be spent in preparatory steps, which he 
pointed out, consume from 25 to 35 man- 
years. This includes a study to determine 
whether the particular situation is appro- 
priate for the use of such equipment; de- 
fining the work to be done; programming 
or coding the step-by-step machine oper- 
ations, etc. “The scope of the work re- 
quired for these several steps,” he re- 
ported, “may be as long as one or two 
years from the time that serious consider- 
ation is given to the use of a large-scale 
computer to the time when it is actually 
in Operation. 

“Much of the effort of the accounting 
systems designer is directed to the elimi- 
nation of unnecessary rewriting of the 
same information and to the simplification 
of sorting and filing of information. Se- 
lecting the best machines and equipment 
for each task is an important part of this 
work. It is obviously more productive to 
find some means of eliminating an un- 
necessary operation than to find a faster 
means of performing it. 

“In analyzing the details of office and 
accounting clerical work in almost any 
business, it is usually found that a large 
number of things are done which are 
either of questionable value, or clearly 
need not be done at all. On the other 
hand, many perplexing business problems 
could be ole if data and information 
not now available could be obtained eco- 
nomically.” 


RESEARCH AND 
DEVELOPMENT COSTS 
Discussing deferral vs. charge-off of re- 
search and development costs, Thomas G. 
Higgins, partner in Arthur Young & Co., 
New York, said it is desirable that the ac- 
(Continued on page 580) 























Another great new 


Electronic Data Processing 


Machine 


for business and industry 


with Magnetic Core Memory 


This new addition to IBM’s distinguished line 






of electronic aids to business excels in speed, 


The 705 takes its place at the 
head of a team of electronic calcu- 
lators.and data processing machines 
carefully designed to meet the varied 
requirements of businesses, large 
and small. Orders are being accepted. 


Here is the rest of the line-up: 


The 604-—an electronic calcula- 
tor introduced in 1948. More than 
2,000 of these machines are now in 
use, the vast majority on business 
and industrial applications. 


The CPC ~— Card-programmed 
Electronic Calculator—workhorse 
in the fields of engineering and sci- 








flexibility, capacity, and ease of use. 


entific computation. Introduced in 
1949, several hundred are now in 
use, many in such fields as guided 
missile development, atomic re- 
search, and jet engine design. 


The 607 —larger version of the 
604. Many of these machines have 
been put in service in the past year 
in a wide variety of businesses and 
industries. 


The 650—magnetic drum— 
stored program—electronic data 
processing machine of large capac- 
ity. Hundreds of orders have necessi- 
tated tripling production schedules. 


The 701 —a large-scale scientific 





Magnetic Core Memory, the most 





computing machine capable of per- 
forming 14,000 typical operations 
per second. The number of these 
machines produced and installed 
exceeds that of any other single 
type of giant computer. 


The 702 — an electronic data 
processing machine of vast capacity, 
designed for commercial applica- 
tions. The entire production quota 
for this machine has been ordered. 


The 704—a new scientific com- 
puting machine from 7 to 20 times 
more powerful than the 701 in han- 
dling typical scientific problems. 
Deliveries begin in mid-1955. 

















advanced form of electronic storage yet de- 
vised, is being made available to users of 


701’s and 704’s. 


TRADE MARK 


Whatever your needs in electronic 
data processing—and whatever your 
budget—it will pay you to investi- 
gate the complete line offered by IBM. 

For full information, call the local 


IBM office, or write: 









World’s Leading Producer of 
Electronic Accounting Machines 











International Business Machines, 590 Madison Avenue, New York 22, N.Y. 





Employers Must Prove Inability to Raise Pay 

By the terms of a recent NLRB ruling, employers who 
plead poverty in wage negotiations must be willing to sub- 
stantiate the claim or face penalties under Taft-Hartley. 
Those who won't produce evidence are guilty of refusing 
to bargain in good faith. 


Change of Accounting Period 

Treasury Department Regulations 118 are amended to 
provide the same length of time for filing short returns for 
taxable years, resulting from a change of accounting period 
as for returns covering taxable years of 12 months. 


Job-Hunting Expenses 

According to the Tax Court, an employe who had lost 
his previous job through illness could not deduct job-hunt- 
ing expenses from his taxable income. The court rejected 
the taxpayer's claim that the expenses had been incurred in 
“production of income.” 


Antitrust Law Requirements 

FTC Chairman Howrey, in a recent speech, gave a list 
of 16 points to be used in determining whether or not com- 
petitive conditions in a particular market comply with the 
requirements of antitrust laws. The tests include but are not 
limited to the following: 


1. Ease of entry to the market; 
2. Opportunity for survival; 
3. Opportunity for growth and profits; 
4. Effective consumer choice of goods and services; 
5. Level of concentration—the number and relative size 
of competitors selling in the market; 
. The merger or consolidation trend; 
. Relationship between size and efficiency; 
. Balance of bargaining power between seller and buyer; 
9. Degree of price competition; 
10. Responsiveness of price to changes in cost; 
11. Profit pattern; 
12. Degree of independence of action by competing sellers; 
13. Efficiency in production; 
14. Efficiency in distribution; 
15. Flexible adjustment to changing markets; 
16. Presence or absence of unfair trade practices. 
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NLRB Narrows Jurisdiction 

In an elaboration of its June 30 press release concerning 
its jurisdiction, the NLRB, in a series of decisions, indicated 
that size of companies would be a factor in giving responsi- 
bility for cases to the individual states. The new standards, 
which narrowed the area in which NLRB would compel 
employers to bargain collectively with labor unions, will also 
govern the Board's role as arbiter of unfair labor practice 
complaints between employers and labor unions. 


Fast Tax Write-off in New Code 

Tax experts have found a provision of the regulation 
pertaining to the depreciation section of the 1954 Internal 
Revenue Code through which many millions of dollars of 
new plant and equipment may be written off under the new 
rapid rules instead of at the older rates. The TD rules state 
that “‘only the portion of the basis of such property attribut- 
able to construction; reconstruction or erection after Decem- 
ber 31, 1953 would be eligible to receive the easier treat- 
ment. Accordingly, if new property which has “never” been 
depreciated was ‘‘purchased” after January 1, 1954, the full 
amount could be used as the basis for depreciation regardless 
of when the plant or equipment was actually built. Experts 
feel that if a corporation has been erecting a project for the 
past several years, it may be*sold to an affiliate this year and 
thus take advantage of the fast write-off. The sale to an affili- 
ate, experts caution, should have a sound business reason 
other than simply for the tax savings. 


Bargaining for Stock Purchase Plans 

A new NLRB decision that companies contributing to 
stock purchase plans for their employes must grant union 
demands to bargain over their terms extends the area of 
compulsory bargaining under the Taft-Hartley Law. The 
majority, in the 3-1 NLRB decision, held that stock purchase 
plans to which employers contribute amount to “wages” and 
“other conditions of employment’’ as used in T-H and, 
therefore, are subject to collective bargaining. 


Deductions for Charitable Contributions 

According to a recent IRC ruling, a charitable contribu- 
tion is considered to have been “paid” at the time of delivery 
of the check, provided there are no restrictions as to the time 
and manner of payment of such check and provided that it 
is later honored. 


Corporate Reorganization 

According to a Rev. Rul. 54-482, when a corporation 
changes its name and reorganizes its capital structure through 
amendment of its corporate charter, the transaction consti- 
tutes a nontaxable reorganization within the purview of 
Section 112(g)(1)(E) of the 1939 code. The reorganiza- 
tion must be for bona fide business reasons. 


No Tax on “Brains” 

According to Rev. Rul. 54-435, an electronic analogue 
computer is not subject to the manufacturers’ excise tax im- 
posed on “business machines.’’ Some of the tubes incorpo- 
rated in the manufacture, however, may be subject to a man- 
ufacturers’ excise tax. —BEN JAMIN R. MAKELA 












records 


See how Brown & Bigelow, 
world-famous producer of 






“Remembrance Advertising,” saves 
$4,872 per year by putting its debits, 


$1800 saved in clerical costs. 





What used to be a full day’s job now takes less than 
an hour. Tedious filing and clerical steps are elimi- 
nated by photographing documents in a Recordak 
Supermatic Microfilmer. More than 500 checks—or 200 
letter-size records—can be copied in | minute. 







$560 saved in storage cases and warehouse space. 
Recordak Microfilms made during the last 5 years do 
not quite fill 2 small cabinets. 







$2000 saved in time lost “digging” for records in 
vault. Recordak Microfilm copies are at the finger tips... 
ready for immediate review in a Recordak Film Reader. 







$600 saved in time spent moving material to vault. 
Before, thirty persons had to take a 5-minute time-out 
every day to do this job. 










Brown & Bigelow uses 
new Recordak Supermatic 
Microfilmer which photo- 
graphs at 40 to 1 reduction 
—highest available today in 
16mm. automatic machines 










APPLYING RECORDAK MICROFILMING TO OFFICE ROUTINES. NO. 7 IN A SERIES 


Best way to handle 
accounts receivable 


credits and checks on Recordak Microfilm 










$1050 saved by eliminating binders formerly used 
in posting debits and credits. 


$170 saved in office to warehouse transportation 
costs. 


$560 saved on warehouse searches . . . inventory. 


Microfilming costs come to $1,868 which leaves an 
annual net saving of $4,872. And this figure would be 
much higher, if it were possible to add up the time saved day 
after day by referring to data on Recordak Microfilm. 

Just another example, this, of the way Recordak 
Microfilming is cutting costs for over 100 different 
types of business, thousands of concerns. You should 
double-check your routines with a Recordak Systems 
man soon. Vo obligation whatsoever. Just write Recordak 
Corporation (Subsidiary of Eastman Kodak Company), 
444 Madison Avenue, New York 22, N. Y. 


=RECORDEK 


(Subsidiary of Eastman Kodak Company) 


originator of modern microfilming 
—and its application to accounting routines 
















A Streamlined Remittance Procedure 


Jon B. Shastid 


pore YEARS AGO we installed in 
one of our divisions (manufacturing 
plumbing supplies) a method of deposit 
ing checks directly in a bank in order to 
improve internal control. The procedure 
has served to reduce credit exposure and 
float, smooth out peak accounting loads, 
and considerably lessen clerical time. 

With some 500 active accounts, we de- 
sired to establish a rigid internal control 
system of incoming cash, provide more 
rapid deposit of checks, and streamline ac- 
counting for cash receipts. Our solution 
was the result of a plan suggested to us by 
a large metropolitan bank. Our old home 
office accounting routine for three branch 
plants did not lend itself well to complete 
separation of the functions necessary for 
best internal control and sometimes at peak 
periods checks would be undeposited for 
several days. 

The basic idea is to have all checks sent 
directly from the customer to our bank, 
without passing through our hands. These 
checks are addressed to our company at a 

ost office lock box to which only the 
foal employes have access. Having this 
lock box in our company name prevented 
our customers from thinking we had as- 
signed receivables, as they might have had 
the box been in the bank’s name. 

Several times a day, seven days a week, 
a bank employe picks up all the contents 


of the box and takes it to the bank for 
processing. The bank then photostats the 
check, stamps our endorsement on the 
back and deposits it immediately for col- 
lection. The bank sends us a photostat of 
each check together with any supporting 
papers or invoices. 

At the end of each day, the bank pre- 
pares a deposit list showing all deposits 
to our credit for the day (see Exhibit A). 
The development and use of this summary 
deposit list, instead of a separate deposit 
ticket for each individual check, is the 
main change we made in the system as 
developed earlier. 

The first three columns on the deposit 
list provided for gross credit to accounts 
receivable, cash discount, and net amount 
of cash deposited. A fourth (memoran- 
dum) column is provided for other de- 
ductions. The bank lists each customer al- 
phabetically, with a space between each 


name and address for notations we might- 


want to insert. The bank totals the three 
columns ; a bank employe signs the deposit 
list and it is mailed to us. The deposit lists 
are serially numbered, for further pro- 
tection. 

This deposit list, prepared by the bank, 
is used as our original cash receipts jour- 
nal. The procedure is: 

We first enter the net amount of total 
deposit in our cash book. Next we check 
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JON B. SHASTID was recently elected vice president and 
treasurer of the E. & J. Gallo Winery, Modesto, California. 
For the past eight years he had been associated with the 
Johnson Bronze Company of New Castle, Pennsylvania, re- 
cently as vice president-finance and earlier as vice pres- 


ident and director of 


its Somerville division. During 


World War Il he served in contract renegotiation and 
also taught in the Army Finance School. Before the war 
he headed his own public accounting firm. Mr. Shastid is 
a member of Controllers Institute of America and the AIA. 
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the accounts receivable credit to each cus- 
tomer’s balance as shown by his ledger 
card. If there are unauthorized deduc- 
tions taken, a notation is made on the de- 
posit list by the customer's name for at- 
tention of the credit department. Since we 
recognize debit or credit memorandums 
only when our own sales department is- 
sues them, we do not post the ‘‘other de- 
duction’”” memorandum column in the list- 
ing; instead, a list of such deductions is 
sent to the sales department for its use. 

The deposit list then goes to the head 
of the credit department, who inspects it 
to see whether any items should be ques- 
tioned. He then initials the sheet ee re- 
turns it to the accounts receivable clerk for 
posting. The posting is then done to each 
individual account. 

The daily deposit lists, after posting, 
are filed in a binder, for permanent reten- 
tion. At the end of the month we sum- 
marize the accounts receivable credits, cash 
discounts and cash deposits. These totals 
for the month are then posted to our gen- 
eral journal and then to our ledgers. Thus 
we have completely replaced our regular 
cash receipts journal. 

Any checks for general ledger items 
such as tax refunds, are deposited at the 
bank for internal control purposes, but are 
posted to the general ledger account di- 
rectly from the deposit lists. 

Some checks are still received by our 
home office despite the new mailing ad- 
dress, since at times a customer sends a 
check to our home office by error. When 


‘we do receive a check here, it is mailed to 


our bank and recorded by the bank in the 
same way as any other remittance. 

The photostats of these checks have also 
been of benefit to.the credit department. 
Many customers write notations, as to de- 
ductions taken, in the upper left-hand 
corner of the checks. Formerly, when we 
deposited the check, we had no further 
record of the information. We can now 
refer back to the photostat when necessary. 

We feel our internal control is now vir- 
tually 100% certain over incoming cash. 











Tos 


List of Deposits we have credited to your account today: 


Accounts Cash Cash Miscellaneous 
Name and address of remitter Receivable Discount Deposit Deductions 
Dr. Cr, Cr. (memo only) 


Date 
Deposit List # 








Name of Bank 


By: 

















Since no one in our office handles checks, 
the possibility of lapping or other misap- 
plication is removed. At times of peak 
loads, other duties can take precedence 
over posting cash receipts, since delay in 
actual posting of the deposit lists to the 
customer's ledger does not delay the de- 
posit itself. 

We believe this arrangement has also 
eliminated the need for microfilming the 
accounts receivable records of this divi- 
sion. Our sales managers at the first of 
each month receive aged lists of all out- 
standing accounts. If our home office rec- 
ords were destroyed at any time during the 
month, it would be easy to take the aged 
balance at the first of the month, and post 
the sales for the period prior to destruc- 
tion from the duplicate invoice kept at 
each plant. We would then secure a dupli- 
cate copy from the bank of all deposit 
lists for the month. When these were 
posted to the newly constructed accounts 
we would have a complete record. 
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We very carefully discussed the entire 
plan with our auditors and received their 
approval before starting it. Our insurance 
company and our credit service have also 
approved it. 

As with any new system, we found a 
number of minor flaws which were satis- 
factorily adjusted as we went along. Some 
few customers paid after the discount date 
but still took discounts. Our accounting 
department mailed a form to each cus- 
tomer to charge them back with unearned 
discount, and we found that having the 
bank record of the date of receipt of the 
check was a help in this. 

We feel the plan is principally useful in 
companies where average checks received 
are for $1,000 or over. With a relatively 
small number of entries and a reasonable 
balance, the bank has made no charge for 
the service. Even for businesses using 
many small checks, if float and credit ex- 
posure are important, the minor cost of 
the bank service might be justified. 
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AIA Annual Meeting (Continued from page 574) 


counting system provide for a “reasonable 
segregation” of research and development 
costs, as through the use of work orders 
to accumulate the costs by projects. 

“The accumulation of costs by projects 
is not difficult,’ he observed, ‘‘where 
groups of people are assigned to single 
projects, but somewhat of a problem arises 
where individuals are merely diverted 
from time to time from, say, general re- 
search to work on specific projects. This 
problem may usually be overcome by hav- 
ing the individuals so diverted keep some 
type of time log for the proper distribu- 
tion of their salaries. Other development 


costs can usually be segregated by projects 
without great difficulty. Even though all 
research and development costs may be 
expensed by a aemagoig concern, its man- 
agement may desire to provide for a seg- 
regation of them so that they may be prop- 
erly controlled.” 

Distinguishing among various types of 
development costs, the speaker advised 
that those incurred in the improvement of 
existing products are closely related to cur- 
rent production and thus would appear 
to be current manufacturing overhead. 
Where new products are developed to re- 
place present products, he pointed out, 
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the costs should be charged off when in- 
curred. Both cases differ, he said, from one 
in which the new product is not presently 
on the market or does not replace an ex- 
isting product of the same manufacturer. 

“If the new product is successful,” he 
declared, “the development costs benefit 
future sales and may properly be amor- 
tized against them. But during the devel- 
opment period, what assurance is there 
that the new product will be sold at a 
get This is the big problem that must 

e confronted at least annually in the 
preparation of financial statements. If 
there is reasonable assurance that the de- 
velopment projects in progress will be 
commercially successful, there appears to 
be no reason why the accumulated costs 
should not be deferred. Should there be 
any doubt as to this, it seems prudent to 
charge off the accumulated costs in the 
current period.” 

The degree of fluctuation in develop- 
ment costs also has a bearing on the ques- 
tion, Mr. Higgins said. “In some cases the 
larger manufacturers maintain research 
and development departments which are 
concurrently at work on general research, 
improving the company's existing prod- 
ucts and developing entirely new prod- 
ucts. While the costs of each may be seg- 
regated, some companies prefer to charge 
off all research and development costs cur- 
rently, even though the costs are segre- 
gated for management purposes. Their 
position is that such costs are of a recur- 
ring nature and do not fluctuate substan- 
tially from year to year, to cause any dis- 
tortion in reported net income. They feel 
that these costs are incurred to keep a com- 
pany’s growth in line with others in the 
industry and thus are current costs. 

‘Smaller concerns have a somewhat dif- 
ferent problem in that development costs 
may be quite substantial in relation to net 
income and may fluctuate widely from 
year to year. In such cases it appears ac- 
ceptable that the development costs should 
be deferred if there is reasonable presump- 
tion that the projects in. process at the 
year-end will be successful.” 


THE AUDITOR AND INVENTORY 

Reviewing historically the oft-discussed 
“extensions of auditing procedures,” Her- 
man W. Bevis of New York, observed 
that earlier fears, that the auditor would 
be required to actually sake inventory or 
circulate confirmations to a vast number of 
debtors, have largely disappeared. Such 
speculations, he added, have given place 
to admissions that benefits to both ac- 
countants and their clients have resulted 
from the rules. 

“Clients found, to the surprise of 
many,” he advised, “that the auditor who 
participated in the planning phase of 
physical inventories was able to offer many 
helpful and constructive suggestions and 
to point out cases where procedures had 
theretofore been ineffective. The same was 
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true as to the auditor's observations on the 
premises: he was often able to detect and 
point out careless and ineffective work. 

“Experience has shown, in other words, 
that the auditor's participation in the 

hysical inventory work has resulted in a 

tter inventory for the company. A final 
benefit, appreciated no less by the client 
than the auditor, was found to be that the 
auditor's knowledge of his client’s busi- 
ness and his ability to examine the rec- 
ords in practical terms was enhanced by 
his inventory work. 

“Experience has shown that there are 
not nearly so many instances as was orig- 
inally feared in which observation or cir- 
cularization is not practical or reasonable. 
Inability to carry out the extended pro- 
cedures is, of course, encountered. Phys- 
ical contact with inventories is least effec- 
tive in dealing with certain types of work 
in progress. If a company’s inventories 
consist almost entirely of such, the audi- 
tor still is confined largely to work on the 
accounting records. However, even in 
these cases, ingenuity has developed many 
effective physical contact steps. 

“With regard to confirmation of re- 
ceivables, the policy of certain debtors of 
their manner of keeping records has pre- 
cluded the receiving of confirmations, as, 
for example, from some of the U. S. 
Government departments or companies 
which do not maintain accounts payable 
records. Companies with the latter system 
appear to be growing and it is possible 
that the ultimate introduction of electronic 
data processing methods will further in- 
crease the number of debtors who do not 
or cannot reply to confirmation requests. 
In all these cases, the auditor must resort 
to substitute means.” 


FINANCIAL REPORTING FORMS 


Increasing reliance on short-form finan- 
cial reports was commented upon by John 
C. Martin of Ohio. “I was a little sur- 
prised,” he said, “to note how prevalent 
the use of the funds statement has become. 
The study on this subject made by the 
American Institute of Accountants indi- 
cates that the short form is being used in 
between 70 and 80 per cent of the reports. 
This study shows that in most cases the 
financial operations are stated in terms of 
working capital, and the analysis ends 
most frequently with the increase and de- 
crease in working capital. 

“It seems to me that the long-form 
audit report should be used more in re- 
porting for small and medium-sized busi- 
ness than in reporting for big business. It 
seems logical that the accounting depart- 
ments of larger firms are geared to pro- 
duce much of the material contained in 
the audit report, and to get it to manage- 
ment earlier than the practitioner can. We 
recognize this in our own reports on ex- 
amination of bigger business. 


(Continued on next page) 
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Bureau of Ships instruction 
books produced in less time 
at lower costs with XeroX® 
copying equipment... 





cuts duplicating costs $100,000 
for U.S. Navy! 


SPEEDS PAPERWORK 


U.S. Navy XFV-1 
Official U.S. Navy Photograph 


The U.S. Navy XFV-1 is one of the world’s 
most versatile aircraft. Designed for vertical 
take-off, it combines the features of the helicop- 
ter, jet and propeller types. 

Xerography is the world’s most versatile 
copying process. It does in three minutes what 
formerly required hours. It helps speed the 
production of Bureau of Ships Instruction 
Books for the U.S. Navy in the Fourth Naval 
District Publications and Printing Office. 

A report for a 31-month period indicates a 
saving of over $100,000 a year, using xerogra- 
phy instead of the former slower and costlier 
method. 

Xerography is used by companies of all 
kinds, large and small, in thousands of applica- 
tions copying forms, letters, charts, bulletins, 
sales manuals, engineering drawings, etc., onto 
paper masters for low cost duplicating. Any- 
thing written, typed, printed or drawn can be 
copied onto paper masters by xerography with 
XeroX® copying equipment. 

For use in diazo type machines, translucent 
intermediates can be made from any original 
subject in the same speedy way. 


THE HALOID COMPANY 


54-88X HALOID STREET, ROCHESTER 3, NEW YORK 
BRANCH OFFICES IN PRINCIPAL U.S. CITIES AND TORONTO 








How XEROGRAPHY --~ 


a year 





SOME USERS IN 
DIFFERENT FIELDS 


AUTOMOTIVE 
Ford Motor Company 


BUILDING MATERIALS 


National Gypsum Company 


GOVERNMENT 
Federal, State, City 


INSURANCE 


Hardware Mutuals 


PETROLEUM 


Atlantic Refining Company 


MANUFACTURING 


Wallace Barnes Company 


Write for complete 
report ‘Xerography 
Speeds the Job for the 
U.S. Navy,” also proof 
of performance folders 
showing how xerogra- 
phy is cutting duplicat- 
ing costs for companies 
of all kinds. 











AIA Annual Meeting (Continued from page 581) 


“On the other hand, the practitioner 
serving smaller business may render his 
greatest service by a long-form report on 
the financial position and operations of 
his client. Here we have inadequate ac- 
counting staffs limited in ability or in 
number and therefore unable to supply 
financial analyses, comparisons and yard- 
sticks needed, leaving that field open to 
the auditor.” 

Mr. Martin also pointed out the need 
for clearer writing of reports. ‘Our pro- 
fession has accumulated all kinds of 
stilted, outmoded terminology,” he de- 


ne MARCHANT 


A “ONE-TWO” OPERATION 
IN AUTOMATIC 
MULTIPLICATION 

AND DIVISION 


TO MULTIPLY 

Just 

1, Enter multiplicand 

2. Enter multiplier 

Read your answer in the dials 





TO DIVIDE 

Just 

1, Enter dividend 

2. Enter divisor 

Read your answer in the dials 


clared, “borrowed from textbook writers 
of another day and from legalistic circles, 
which do little to encourage the reader to 
explore the content of our report. 

“What does a client think who reads an 
audit report with such phrases as “The 
foregoing amount, as classified, was veri- 
fied by test checks,’ or ‘there is set forth 
below,’ or ‘reflect the amounts due from 
customers contacted by us’? We may be 
impressing our readers, but I doubt if we 
are expressing our meaning by accounting 
jargon and stilted phrases such as these. 
We will do better to use ordinary words 


WORLD'S 

GREATEST VALUE 

. IN CALCULATOR 
sein, PERFORMANCE 


MARCHANT’S new FIGUREMATIC is the only calculator in its 
price range that brings you this automatic “one-two” operation in 
both multiplication and division. Call the local MARCHANT MAN. 
You'll discover that for fast, simple, accurate operation... 


which will be understood by everyone. We 
are writing to inform the reader, but if 
we cannot hold his interest long enough 
for him to read our report, our time has 
been wasted.” 


NEW EMPLOYE INDOCTRINATION 


An ingenious way to break in new em- 
ployes was described by Harold L. Child 
of Utah. “One firm of accountants,” he 
reported, “presents indoctrination infor- 
mation and instruction through tape re- 
cordings dictated by a partner. After lis- 
tening to the recordings, the new staff 
man is invited to discuss any matters 
which require clarification or amplifica- 
tion with one of the partners. This pro- 
cedure permits the imparting of basic in- 
formation to each new employe without 
taking up additional time of the partner 
after the tape has once been recorded.” 


ACCOUNTING FOR PUBLIC FUNDS 


The need for better accounting for pub- 
lic funds was emphasized by Norris Poul- 


| son, mayor of Los Angeles. A certified 


public accountant, Mayor Poulson te- 


| marked on what he termed “‘an alarming 


lack of accounting and financial knowl- 
edge’ in Congress and in the California 
legislature during his service in those 


| bodies. He criticized legislators for their 


“legalistic” approaches and for failing to 


| take full advantage of accounting as a 


management tool. 

“In preparing state and federal budg- 
ets,” he complained, “there will be weeks 
of quibbling over this or that item, but 
an absurd disregard, once the money has 
been appropriated, of how it is really 
spent. The latter is done in almost any 
way so long as it can be interpreted as a 
legal use of public funds. 

“In Los Angeles, the budget was devel- 


| oped from a financial planning survey. A 


system of budgetary control, based on 
monthly analysis, has been instituted. This 
doesn’t stop with satisfying ourselves that 
monies are being spent legally. It goes 
much further and determines that they are 
being spent in fulfillment of the budget 
commitments to the public for the accom- 
plishment and performance of the work 


and services regarded as essential in the 
public’s welfare and safety.” 

Mayor Poulson urged full use in gov- 
ernment management of modern instru- 
ments of guidance and control, ‘as pilots 
of today’s huge planes rely upon so many 
electronic devices as distinguished from 
the old days when they ‘flew by the seat 
of their pants.’ ”” 


Any way you figure IT’S MARCHANT! 


MARCHANT wes 


Find out how a MARCHANT calculator will help cut your figure- 
work costs and lighten your figuring burden. Mail this coupon 
with your business letterhead for free... C-12 





APPRAISALS 


NATIONAL ORGANIZATION OF APPRAISAL ENGINEERS 
STANDARD APPRAISAL COMPANY 


6 CHURCH STREET ATLANTA 


NEW YORK. N.Y. CHICAGO 
ST. Louls 


Index to Modern Figuring by Marchant Methods. . . . C) 
Descriptive Literature on Marchant Calculators. . . . » OJ 


[__MARCHANT CALCULATORS, INC., OAKLAND 8, CALIFORNIA 


BOSTON 
PHILADELPHIA 
PITTSBURGH 





ES 
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New Microfilmer Announced 


A low-cost microfilming machine fot 
office use which combines recording and 
reading in one compact, portable unit has 
been announced by Burroughs Corpora- 
tion and Bell & Howell Company. The 
new device, manufactured by Bell & 
Howell and sold by Burroughs, has been 
named the Micro-Twin. 

Versatility of the Micro-Twin is ex- 
emplified by the range in size of docu- 
ments it will accommodate. It will record 
documents smaller than bank checks up 
to single sheets 11 inches wide and 3,700 
feet long, photographing both sides. A 
system of mirrors is used to record the 
face and reverse sides at the same time. 
The machine will photograph documents 
intermixed in size just as fast as they can 
be fed into it. 

The new machine also may be used to 
reproduce facsimiles of any filmed docu- 
ment without requiring the facilities of a 
dark room. Sensitized paper is exposed 
under the reader hood and can be devel- 
oped under ordinary office light condi- 
tions. Within five minutes after a facsimile 
has been requested, it can be delivered 
by the Micro-Twin operator. 

Placing a 100-foot roll in the camera 
for recording is as easy as loading a box 





camera. A simple knob control sets the | 


lens. As the documents are photographed, 
the film is automatically indexed to set up 


a filing system and simplify locating docu- | 


ments on the reader. The film indexing 
meter is an exclusive Micro-Twin feature. 
As many as 999 locations may be indexed 
on a 100-foot roll. This 100-foot roll, 


which takes up approximately the same | 


space as a package of cigarettes, will record 
the average contents of a four-drawer fil- 
ing cabinet. 

Visible, automatic and audible safe- 
guards on the control panel are a feature 
of the Micro-Twin. An alarm sounds if 
an operator tries to record with improperly 
loaded film and the machine will not oper- 
ate if the lens is not in the recording po- 
sition. Another alarm sounds and the re- 
corder will not operate if one of the lamps 
in the machine burns out. An indicator 
shows how much film has been exposed. 
A lock prevents tampering or accidental 
film exposure. 

Each document takes its own picture 
as it passes the camera lens. The leading 
edge of the document turns on the lights 
to expose the film and the lights turn off 
as the trailing edge passes the photo- 
graphic area. 





Profit Leaks 


How to find and plug them 
McCORMICK & COMPANY 
Consulting Manag t Engi 's 
Park Building Yonkers. N. Y. 
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Costs less than 
a typewriter... 


saves more than 


it costs! 


Hand folding is no 
longer a necessary nuisance 
in any office. Now there are 
small, electric Pitney-Bowes 
folding machines that make 
quick and efficient work of folding 
bulletins, form letters, announcements, 
other mail enclosures. Your highly 
paid office workers are freed from 
tiresome hand-folding. Yousave plenty. 

The litthe FH model, for instance, 
which costs less than a typewriter, folds 
five to ten times as fast as a person can 
fold by hand—can double-fold as many 
as 5,000 letter-sized sheets an hour. 
It makes eight different folds, handles 
sheets as large as 84% by 14 inches— 





Move indicator knobs to widths wanted 
... And it’s ready to gol 


PITNEY- BOWES 


Folding Machines 


DT 
' 


aided 
Rciuadl 
w 


Made by Pitney-Bowes, Inc.... originators 
of the postage meter ...93 branch offices, 
with service in 259 cities in U. S. and Canada. 


& 







The FH costs less than 
a standard typewriter 


even when stapled together. 

Electrically driven, with semi-auto- 
matic feed, the FH can be used by 
anybody. It takes but a few seconds 
to set up for a job...easy as tuning 
your TV! Requires little space. And 
it’s so light it can be carried anywhere 
it’s needed. 

Ask the nearest Pitney-Bowes office 
for a demonstration, or send ccupon for 
a free illustrated booklet. 





The larger, fully 
automatic FM will fold 
up to 19,000 sheets an 
hour—wonderful time 
and work saver. 





PitNeEyY-Bowes, INC. 
3048 Pacific St., Stamford, Conn. 


Send free booklet on 
Folding Machine to: 





Name 





Firm 





Address 















$24.839 ANNUALLY! 


Through practical loss prevention and rating advice we 
showed this Manufacturer how to overcome a substantial 
increase in premium on his $1,016,000 plant Fire In- 
surance. 


There was also a non-recurring first-year saving of $3,966 
and 21 specific policies were reduced to one broad 
blanket policy contract. 


Controllers with special insurance problems may find 
our professional advisory service timely and helpful. 


HERBERT L. JAMISON & CO. 


Insurance Survey, Audit and Advisory Service 
270 MADISON AVENUE, NEW YORK 16 











Iv’s all these reasons . . . and more . . . that makes “‘Printed by 
Pandick” a guarantee of the finest and most complete printing service 
available. For over 30 years now, we’ve printed thousands of important 
documents for you . . . Registration Statements, Prospectuses, Annual 
Reports, Proxy Statements and many others. 

We're available “‘Wight ¢ Day’’ and offer our long “‘Experience”’ 
to give you “‘Personalized Service’’ with your printing needs . . . fast ! ! 


Pandick Press, ae. 


Established 1923 
22 THAMES ST., NEW YORK 71 CLINTON ST., NEWARK, N. J. 
WOrth 4-2900 NY 1-3167 MArket 3-4994 





Corporate Operations Aided by 
Life Firms’ Direct Financing 


The advantages of the modern direct 
placement technique whereby big corpo- 
rations go directly to the life insurance 
companies for funds to finance their opera- 
tions instead of floating their issues on the 
public market outweigh considerably the 
disadvantages in a large number of bor- 
rowing situations, the New York Federal 
Reserve Bank recently stated in its monthly 
review. 

In an article on life insurance companies 
and the security markets, it pointed out 
that the substantial growth of funds avail- 
able to the life insurance companies for in- 
vestment has resulted in a considerable 
shrinkage in the importance of the tradi- 
tional security markets and in the reliance 
placed upon the sales machinery of the 
investment banking houses in financing 
— capital expansion. 

s a result of the life insurance com- 
panies as a group becoming the largest 
single depositary of the public savings, 
with their total assets in the last 30 years 


. estimated at about $68 million at the 


end of 1951, a relatively new mechanism 
for long-term industrial financing, the di- 
rect negotiation between borrower and 
lender, has developed as a natural conse- 
ae of the collection of large pools of 
unds by the insurance companies and the 
competitive necessity of keeping those 
funds fully and profitably employed. 

The New York Federal Reserve Bank 
notes that for the life insurance com- 
panies, the private placement technique 
provides a desired opportunity to earmark 
in advance the employment of a part of 
the funds that are expected several months 
later on, thus easing the investment 
burden. Direct placements may also enable 
the lender to impose protective condi- 
tions, many of which would not be suita- 
ble ot possible in the case of a publicly of- 
fered bond issue. 


Michigan Accounting 


Conference 

The 29th Annual Michigan Accounting 
Conference, sponsored jointly by the 
Michigan Association of Certified Public 
Accountants and the School of Business 
Administration, University of Michigan, 
was held on October 8 in Ann Arbor. Sub- 
jects on the program included “Perspec- 
tive in the Practice of Accountancy,” 
“Fraud and Its Detection,” “Evaluating 
the Accounting Profession,” and a panel 
discussion on “What Are Generally Ac- 
cepted Accounting Principles?” Invita- 
tions to attend the Conference were ex- 
tended to Controllers Institute and a num- 
ber of organizations in the accounting 
field. Professor Herbert F. Taggart of the 
University of Michigan, an associate mem- 
ber of Controllers Institute, was co-chair- 
man of the program committee. 
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COMMERCE. CLEARING. HOUSE, INC.. 


PUBLISHERS cf TOPICAL LAW REPORTS 


NEW YORK 36 CHICAGO 1 WASHINGTON 4 
522 FIFTH AVE. 214 N. MICHIGAN AVE. 1329 E£ STREET, N. W. 











é a MUST for 
Controllers 

Accountants 
Realtors . : . 


NEW! 46-PG. BOOKLET— 


“DEPRECIATION TABLES 

under the 1954 

Internal Revenue Act” 

including a concise explanation 

of each depreciation method 

Prepared by Albert A. Hirsch, C.P.A. 
This 46-page booklet is immensely 


valuable to everyone concerned with 
determining depreciation policy. 
It shows annual rates of depreciation 
under Straight-Line, Declining-Bal- 
ance, and Sum-of-the-Years’ Digits 
methods for useful lives from 3 to 50 
years as well as Cumulative Rates. 
Presented in a convenient, comparative 
manner—in a handy, pocket-size book 
priced at $2.50. 

Avoid laborious calculations. 
Obtain MAXIMUM TAX BENEFITS. 
@ Send for your copy TODAY 

The ALBEE COMPANY 


972 Broad Street, Newark 2, N. J. 








es 








Cut your 
marketing costs! 


Where and how can your marketing 
costs be cut? You'll find the answer in 


PROFIT ANALYSIS 


Distribution Costs, Working Papers 


by FREDERICK M. EISNER, 
B.C.S., LL.M., C.P.A. 


The FIRST book to explain modern 
Marketing Costs Accounting through 
clear, easy-to-follow text and profuse 
illustrations. 

Marketing costs data, if applied equi- 
tably to varying conditions of sale, would 
alter many selling prices . . . and thus 
help you meet or challenge competition. 

Marketing weaknesses are instantly 
pinpointed as meaningful figures show 
up. 

Read PROFIT ANALYSIS for new 
ideas immediately applicable to your 
marketing problems. It is your key to ef- 
fective control over every phase of busi- 
ness operation. 364 pages 

$10 postpaid. 


10 day money-back guarantee 


CHARLES M. EISNER, Dept. C 
70 Linda Ave., White Plains, New York 


YEAR-END ROUNDUP OF REVIEWS 


LONG-RANGE ECONOMIC 
PROJECTION. Studies in Income 
and Wealth* 


This newest volume, the 16th, coming 
out of the Conferences on Research in In- 
come and Wealth, sponsored by the Na- 
tional Bureau of Economic Research, seeks 
to make clear answers to questions such as: 


What are the problems of long-range 
projection? 

What methods have been devised to 
cope with them? 

Where testing has been possible, how 
successful have these methods been em- 


pirically? 


The answers are given for important 
areas of the economy. Thus, after Simon 
Kuznets discusses long-range projection 
as a whole, other contributors take up the 
problems of population, manpower and 
productivity; of industrial parts of the 
economy ; and of its different sectors, such 
as private capital formation and govern- 
ment revenue and expenditure. Finally, 
methods of regional projection are ex- 
amined. 


* Published for the National Bureau of Eco- 
nomic Research, 1819 Broadway, New York, 
N. Y. $9.00. 


GUIDE TO PENSION AND 
PROFIT-SHARING PLANS* 


By Dr. Robert S. Holzman 


Despite the tremendous interest these 
days in employe welfare plans, there 
seems to be all too little literature explain- 
ing in forthright and simple terms ex- 
actly what such plans are, how they oper- 
ate, what they will do for both employer 
and employe, and what tax advantages 
can be obtained from them. This booklet 
will dispel some of the mystery. 

Written in language as easily under- 


* Published by Farnsworth Publishing Co., 
Inc., 11 West Prospect Avenue, Mount Vernon, 
N. Y. Paper covered, 64 pages. $1.50. Quantity 
discounts available. 


standable to the layman as to the lawyer, 
it consists entirely of questions and an- 
swers. It defines exactly what it means by 
pension and profit-sharing plans, then 
goes on to discuss their intricacies under 
18 headings including types of plans, vest- 
ing and forfeitures, integration with the 
federal Social Security Act, unions, and 
pension versus other benefit plans. 

This book will be a handy reference 
and useful guide on its subject for life un- 
derwriters and the attorneys, accountants, 
and trust officers who make up the com- 
plete estate-planning and “business advi- 
sory’ team. It will be invaluable as a pres- 
entation piece for the client who is getting 
his first introduction to employe welfare 
plans involving pensions and profit shar- 
ing. It can serve admirably as a teaching 
and training instrument. It will be a prof- 
itable addition to the library of the em- 
ployer in every field of business, regard- 
less of the size of his enterprise. 


FEDERAL-STATE-LOCAL TAX 
CORRELATION* 


From the sometimes diametrically op- 
posed viewpoints of tax theory and tax 
practice, 22 symposium participants have 
examined the intergovernmental friction 
and taxpayer hardship which result from 
the competition on governmental units in 
exploiting revenue sources. The merits of 
centralized vs. decentralized methods of 
raising revenue and the relationship of 
grant-in-aid programs received close atten- 
tion. 


The general attitude of the symposium 
participants, which included Governor 
Alfred E. Driscoll, Herbert M. Kelton, 
treasurer of the United States Rubber 
Company, Kenneth W. Gemmill, assistant 
to the secretary of the Treasury and many 
others, was that an immediate reduction 
of the administrative conflict would be de- 
sirable because an over-all solution such 
as the separation of tax sources is remote 
at this time. 


* Published by Tax Institute, Inc., 457 Nas- 
sau Street, Princeton, N. J. $5.00. 
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MODERN BUSINESS LAW* 
By A. Lincoln Levine 


Just as a successful brain surgeon must 
have a sound familiarity with the func- 
tions of the entire human body—so the 
student of business law must understand 
the entire kody of law by which our lives 
are governed. It will no longer suffice to 
have a smattering of the so-called ‘“‘busi- 


ness law subjects.’’ These subjects must be | 


related to the entire body of our law. It is 
for these reasons that “Modern Business 
Law”’ is divided into three books: the first 
dealing with rights and duties and cover- 
ing the conventional business law sub- 
jects; the second dealing with wrongs, in- 
cluding a chapter on torts and a chapter 
on crime; and a third dealing with en- 
forcement and embracing a chapter on 
civil procedure and a chapter on criminal 
procedure. “Modern Business Law”’ is an- 
notated throughout the text to the more 
important changes effected by new legis- 
lation and a digest of the uniform.com- 
mercial code is presented in the appendix. 
Test questions and problems closely re- 
lated to business practice are given and 
the court cases for review following each 
chapter are designed to bring live prob- 


lems fresh out of the current stream of | 


litigation. 
* Published by Prentice-Hall, Inc., 70 Fifth 
Avenue, New York, N. Y. 970 pages. $9.00. 


A FORMS MANUAL* 
By Wesley S. Cadmus 


Contains some of the basic information 
presented in a course on Form Standardi- 
zation and Design, offered annually in 
Hartford, Conn., by the author. The 
Manual discusses ways of saving costs on 
forms, the principles of form design, and 
how to save on specialty forms. 

*Published by Wesley S. Cadmus, Box 342-P, 
Unionville, Conn. $7.50. 


OTHER BOOK ENTRIES 


A SHORT ANNOTATED BIBLIOGRAPHY OF 
MARKETING AND ADVERTISING RE- 
SEARCH. Advertising Research Founda- 
tion, 11 West 42nd Street, New York 
36, N. Y. $1.00. 


OPERATIONS RESEARCH-CON FERENCE 
PROCEEDINGS. Society for Advancement 
of Management, 74 Fifth Avenue, New 
York, N. Y. $15.00. 


OxFORD ECONOMIC ATLAS OF THE 
Wor p. Oxford University Press, 114 
Fifth Avenue, New York, N.Y. $4.80. 


CORPORATE STRUCTURE OF THE Cor- 
PORATION: ITs MEANING—Vol. II. 
The Management Audit Series. Ameri- 

can Institute of Management, 125 East 

38th Street, New York, N. Y. $12.00. 
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EMBEZZLEMENTS 





NOW COST 
AMERICAN 
BUSINESS 


OVER *2 MILLION 


A DAY! 


No business, regardless of size, is immune 


from this danger. 


But you can protect your business right 
now with a bond covering all employees! 


NOW is the best time — while you’re 
planning next year’s budget. The cost of a 


bond is a small item — but it may prove 
to be the most important one in your budget! 


Speak to our agent today. If you’re not 


sure of his name 


EMPLOYERS ONLY! this 
important new booklet has been 
written for your exclusive use. 
Prepared by the American 
Institute of Accountants (the 
Natl. Assoc. of CPAs) and 

the Surety Association, it gives 
you practical suggestions to 
help reduce the opportunities for 
employee dishonesty. Write on 
your letterhead for this free 
booklet. Address Department B. 


AMERICAN SURETY 


COMPANY 


FIDELITY 
HOMEOWNERS 


we'll supply it promptly. 








100 broadway * New York 5, N. Y. 


INLAND MARINE 
AVIATION 


SURETY e CASUALTY ° 
ACCOUNTANTS LIABILITY ° 













for easy 
completion of 


BUSINESS IN 
WASHINGTON 


Executives prefer the Sheraton- 
Carlton in the heart of diplomatic 
Washington . . . only moments 
from the White House, government 
agencies, the financial district and 
better shops and theatres. 


Queraton-(Cartron 
Hore 


16TH & K STS. N.W. 
«, WASHINGTON 6, D. C. 


FORMERLY. THE CARLTON 





wo USE 
LOOKING, 


7 OSCAR wr YOU 
CAN'T SEE MY 
PAYCHECK 
TT! THROUGH THIS 
“OUTLOOK 
rae 


ENVELOPE! 


PAYCHECK “OUTLOOK” 
ENVELOPES 


Eliminate Time and Expense of 
Addressing, also Chances for Errors 


Paycheck ‘‘Outlook’’ 
Envelopes are abso- 
lutely opaque; essen- 


tial when wages are | 


paid by check. Noth- 
ing shows but the em- 
ployee’s name. This 
improves personnel re- 
lations. 


Send for Samples 
and Prices Today 


i 


OUTLOOK ENVELOPE CO., Est. 1902 


Originators of “Outlook” Envelopes 
1001 W. Washington Blvd., Chicago 7, Iinois 





| MAR. 31-APR. 2 
| APR. 28-30 
| JUNE 5-7 


| NOV. 6-9 
| & 


Men behind the 1955 Annual National 
Conference of Controllers Institute, to be 
held in Los Angeles are as follows: 
| (Left to right seated) Wilson K. 
| Minor, Institute vice president for Region 

X; Fred H. Brown, vice chairman, Finance 

| Committee; Wilbur R. Andreson, Con- 

| ference vice chairman; Dudley E. Browne, 

| Conference general chairman; Frank S. 

| Emerson, chairman, Business Show Com- 

| mittee; and W. P. Auvil, member, Ladies 
| Hospitality Committee. 

(Left to right standing) George E. 

| Morris, member of the Los Angeles Con- 





Chairmen of future conferences of Con- 
trollers Institute of America match notes 
| with Institute officers in Chicago at the 
| Annual National Conference. 


Seated (left to right) are: Dudley E. 
| Browne, chairman of the 1955 Annual 
| National Conference; C. R. Fay, 1954-55 
| president of Controllers Institute; Paul 
Haase, managing director of Controllers 
| Institute ; George W. Schwarz, chairman 
| of the Board of Directors of the Institute ; 
| and C. C. Lay, a director from Region V. 


Looking Ahead to Future Controller Conferences 


trol; Paul Haase, managing director of 
Controllers Institute; Robert W. Michie, 
chairman, Industry Conferences; Charles 
J. J. Cox, chairman, Registration Commit- 
tee; O. Raymond Garvin, vice chairman, 
Ladies Hospitality Committee; Clarence 
F. Rees, member, Ladies Hospitality Com- 
mittee; Fred W. Mill, chairman, Recep- 
tion Committee; O. $. Aultman, chairman, 
Arrangements Committee; Edward G. 
Rider, vice chairman, Housing Commit- 
tee; and Rudolph Ostengaard, chairman. 
Program Committee. 


Standing (/eft to right) are: Benjamin 
R. Makela, assistant secretary of the In- 
stitute; Gordon B. Schaefer, president of 
the Atlanta Control and co-chairman of 
the 1956 Southern Regional Conference; 
William C. Jones, president of the Bir- 
mingham Control and general chairman 
of the 1956 Southern Conference; E. W. 
Weston, chairman of the 1956 Midwest- 
ern Conference; Clyde E. Hegman, chair- 
man of the 1955 Midwestern Conference ; 
and Tom Gabbert, chairman of the 1955 
Southern Conference. 


1955 Controllers Institute Conferences 


1955 Conference 
Southern 
Eastern 


Midwestern 


ANNUAL NATIONAL 


Hotel City 


Mayo TULSA 
Royal York TORONTO 


Radisson MINNEAPOLIS 


Statler LOS ANGELES 
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Middle Management Program 


The Harvard Business School an- 
nounces that the second session of its pro- 
gram for younger business executives, 
leading to the degree of Master in Busi- 
ness Administration, will begin in January 
1955. The course extends over a period of 
16 months and employs the case problem 
technique. 

Applicants for the program must be 
sponsored by their companies and must 
receive some financial assistance from 
their companies. Aside from business ex- 
perience and company sponsorship, there 
are no fixed prerequisites for entrance into 
the program. 

Inquiries should be addressed to the 
Middle Management Program, Harvard 
Graduate School of Business Administra- 
tion, Boston 63, Mass. 


Tax Conference for 
Business Executives 


A program designed especially for 
business executives is being sponsored by 
the American Institute of Accountants at 
the Statler Hotel, St. Louis, Mo., Decem- 
ber 10-11 to improve their working knowl- 
edge of federal taxation. The speakers, all 
members of AIA’s Committee on Federal 
Taxation, will discuss the things manage- 
ment needs to know in order to formulate 
sound business decisions and policies. Par- 
ticular attention will be given to problems 
which are being encountered now and the 
decisions which must be made before year- 
end or before filing the first return under 
the new tax law. Among the areas of dis- 
cussion will be: Dividend policy, employe 
payments and fringe benefits, arrange- 
ments with executives, depreciation policy, 
research and experimental programs, net 
losses and loss companies, security invest- 
ments, capitalization and recapitalization 
policies, and organizing and winding up 
companies. The registration of $40 in- 
cludes luncheons on both days as well as 
admission to dinner session, December 10. 


AMA Communication Course 


A new course in executive communica- 
tion will be launched by the American 
Management Association on January 24, 
1955. Sessions will be held in the Sheraton 
Astor Hotel in New York. Some 500 busi- 
ness and industrial executives are ex- 
pected to attend in 1955. 

The A.M.A. course is not designed for 
personnel or communication specialists but 
for operating executives in positions re- 
quiring communications skills of a high 
order. Its objectives are to help executives, 
as individuals, improve their ability to 
identify and clarify ideas, secure partici- 
pation, transmit ideas and decisions, mo- 
tivate others to act, and measure the effect 
of communication. 

Utilizing advanced communication 
techniques, the course will provide inten- 
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sive practice in the basic forms of com- 
munication to improve individual skills. 
Emphasis will be placed on small-confer- 
ence-group sessions where participants 
will work out communication problems 
that arise in their normal operations. In 
these groups executives attending will take 
part in conferences, talks, and interviews 
to practice techniques of clarifying, im- 
parting and discussing ideas. 

The course will be given in three week- 
long units. They may be taken over a 
period of 12 months to allow time between 
sessions to practice the skills learned. Unit 
I will deal with clarifying problems and 
developing solutions; Unit II, with trans- 
mitting ideas; and Unit III, with motivat- 
ing action and measuring results. 





How to Solve 


PROBLEMS 


Automatically 





Operations Research Course 


A two-week “Short Course in Opera- 
tions Research” from January 24 to Feb- 
ruary 4, 1955, is being offered by the En- 
gineering Administration Department at 
the Case Institute of Technology. This is 
an intensive training session for those al- 
ready involved in industrial and business 
research covering basic methods, tech- 
niques, and industrial case studies. 





IN SOUTHERN CALIFORNIA 
Horton Insurance Analysis Service 


CORPORATE INSURANCE ADVISERS 


—FEE BASIS ONLY— 
714 W. Olympic Blvd., LOS ANGELES 15 
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You’ve heard a lot about push- 
button techniques and the me- 
chanical-brain equipment that 
have been developed to cut cler- 
ical costs and improve office 
procedure. 

If you’ve thought that these 
developments are ‘“‘too rich for 
your blood,” there’s a surprise in 
store for you at STATISTICAL. 

Today, this organization pro- 
vides clerical] service that utilizes 
the newest electro-mechanical 


| s{c 





equipment. It’s a service that 
makes the advantages of these 
wonder machines available wher- 
ever there is a clerical problem 
and on a basis that is most prac- 
tical and economical. 

If you have been looking for a 
way to cut clerical costs to a 
minimum, STATISTICAL can help 
you do it—AUTOMATICALLY. 

Just phone or write our office 
nearest you and one of our 
methods engineers will give you 
the complete story. 


STATISTICAL TABULATING COMPANY 
| 


Established 1933 © Michael R. Notaro, President 


NEW YORK 
89 Broad Street 
WHitehall 3-8383 


CHICAGO 
53 West Jackson 
HArrison 7-4500 


NEWARK 
National-Newark Bldg 
MaArket 3-7636 


CLEVELAND 
1367 East Sixth Street 
SUperior 1-8101 


$T. Louis 
411 North Tenth Street 
CHestnut 1-5284 









Don't fool yourself 
about LIFO 


As a method of accounting, we 
have no quarrel with LIFO, at all. 


But as protection against busi- 
ness losses due to price changes— 
that’s something else again. 


As the U. S. Tax Court found in 
a recent decision involving Fulton 
Bag and Cotton Mills— 


“The so-called LIFO method is 
merely an accounting proce- 
dure employed in computing the 
value of the closing inventory 
of a taxpayer for tax purposes 
. . . the LIFO method is no 
guarantee against the hazards 
of business, and the use thereof 
does not, in and of itself, insure 
the user against the realization 
of an actual gain or loss. This 
is true, whether or not a con- 
stant level of inventory is main- 
tained.” 


The whole case, of course, is 
particularly interesting because 
the Treasury Department’s conten- 
tion had been that Fulton Bag and 
Cotton Mills didn’t take any in- 
ventory risks, or have to worry 
about hedging, because it used the 
LIFO method of accounting. But, 
as the judge found, LIFO alone is 
no substitute when it comes to 
protecting operating profit. 

If you haven’t been hedging 
your own inventories . . . 

If you’ve been relying on LIFO 
alone... 

Then we think you should ex- 
plore the best methods of using 
the futures markets to protect 
your business against loss. 

And if you don’t know just how 
to begin, we'll be happy to mail 
you a copy of our brand new 
booklet “How To Hedge Com- 
modities”—a 64-page guide to the 
basic principles of hedging that 
everyone should apply. 

There’s no charge, of course. 
Simply address a card or letter 
to 

Mr. H. B. ANDERSON 


Department KY -10 
MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 106 Cities 

















Financial Public Relations 

Controllership Foundation has just pub- 
lished a 44-page digest of ‘‘Financial 
Public Relations for the Business Corpo- 
ration’” by Herman S. Hettinger. This 
book endeavors to answer such questions 
as: 


On whom should the program be focused? 

How should periodic and annual reports 
be prepared? 

What information should such reports 
contain and how should they be distrib- 
uted? 

What is the rule of the press in a financial 
public relations program? 


Paul Haase, eo director of Con- 
trollers Institute, ared the digest 
which is available for rT gL. 00 a copy from 
Controllership Foundation, Inc., One East 
Forty-second Street, New York 17, N. Y. 


Rise in Corporate Working 
Funds Noted 

Net working capital of U. S. firms rose 
$1.2 billion in the second quarter of 1954 
to a record $94.1 billion as current lia- 
bilities were cut $5.8 billion. Income tax 
liabilities dropped to $11.6 billion, mark- 
ing a four-year low. 


Capital Investment Plans 

Industry is showing a disposition to go 
ahead with plans for further investment in 
capital goods despite lower production 
and orders, according to the National City 
Bank. Surveys conducted by SEC and Com- 
merce show that actual expenditures for 
new plant and equipment during the first 
three quarters almost match estimates 
made last February. 


New and Discontinued Businesses 
More than 340,000 new business ven- 
tures of all sizes and types were formed in 
the United States in 1953, compared to 
over 600,000 in 1946, according to the 
National Industrial Conference Board. In 
1946, slightly over 200,000 firms cropped 
out because of failure or other reasons, 
while in 1953 the figure was about 330,- 
000. The Board points out that in 1953 
firms engaged in retail trade accounted for 
40% of new business ventures and a like 
proportion of discontinued concerns. By 


| contrast, only about 7% of new firms and 


10% of discontinued firms were in manu- 


| facturing. 
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This Electronic World 

Application of electronic accounting 
methods at E. I. du Pont de Nemours & 
Co. has progressed to the point at which 
a complete statement of the previous day’s 
sales and inventory position of major 
plants can be supplied to key officials at 
Wilmington, Delaware, at 8 o'clock the 
next morning, according to an official of 
the company's engineering service divi- 
sion. The heart of the system is a five- 
channel “common language’’ tape teletype 
network which was installed between ma- 
jor plants as the first step in building the 
communications and accounting system. 


A million-dollar electronic ‘‘brain’’ soon 
will be “working on the railroad.” Direc- 
tors of the Chesapeake and Ohio Railway 
have approved the leasing of a Univac 
electronic computer from Remington 
Rand, Inc., which will be used to simplify, 
improve and speed up records and reports 
that now require a billion pieces of paper 
every year. 


Manufacturers Profits 

Profits of manufacturing corporations 
were lower in the first quarter of this year 
than in the corresponding period for 
1953. The SEC and FTC reported that 
earnings after taxes for the first quarter 
were 9% below the similar period in 
1953, while profits before taxes declined 
23%. The report also shows that inven- 
tories declined slightly and stood at $44.8 
billion at the end of March while the net 
working capital of all manufacturing com- 
panies for the first quarter was estimated 
at $57 billion, an increase of $800 million 
from the end of 1953. 


Institutional Investment 

The growth of institutional investment, 
in which total assets of financial institu- 
tions have risen from $18 billion in 1900 
to over $500 billion now, reflects an aver- 
age annual growth of 614% or 444% 
when adjusted for rising prices. A report 
of the National Bureau of Economic Re- 
search shows that the share of financial 
institutions in total national assets is up 
from 11% in 1900 to 21% in 1949 while 
the share of institutions in all claims rose 
from 24% in 1900 to 38% in 1949. 
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Incomes: Canada and U. S. 


Recently released statistics indicate that 
for the last fiscal year, 1,570 Canadian tax- 
payers in the Dominion were included in 
the top income bracket of $50,000 or more. 
Their income taxes totalled nearly $60 
million, which represented 7.2 per cent of 
the Canadian government's tax income. 

Comparable figures are not available for 
the United States, but during the fiscal 
year ending June 30, 1954, only 171 
Americans reported annual incomes of $1 
million or more, and approximately 70 per 
cent of these earnings, it is indicated, were 
collected by the Department of Internal 
Revenue. The total dollars collected from 
American millionaires, however, was less 
than one per cent of the aggregate ex- 
tracted from all income earners. 
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Age of Machine Tools 
in Metai-Forming Units 

A survey of the metal-working industry, 
conducted by American Machinist re- 
vealed that 56% of American industry's 
machine tools and metal-forming units is 
overage. The survey points up the follow- 
ing facts: 

1. More than half of the machines in 
the metal-working industries are over ten 
years old. 

2. Twenty per cent are over 20 years 
old. 

3. Sixty-six per cent of machine tool 
designs predate World War II. 

4. In every one of 15 major divisions, 
45% of the machine tools are at least ten 
years old. 





Sources of information developed by Controller- 
ship Foundation in answer to a recent inquiry. 


Those interested in depreciation and 
price level changes will find the following 
selected list of references of interest: 


ARTICLES 
NACA Bulletin, 505 Park Avenue, New 
York 22, N. Y. “Let’s Keep to Historical 
Cost Basis for Depreciation,” Robert M. 
Chan, Nov. 1952, pp. 319-26. 


Virginia Accountant, Virginia Society of 
Public Accountants, 1304 State Planters 
Bank Bldg., Richmond, Va. “Inflation 
Spiral Spotlights Shortcomings of Depre- 
ciation Accounting,” H. Addison Dalton, 
Oct. 1951, pp. 4-11. 


Harvard Law Review, Gannet House, Cam- 
bridge, Mass. ‘Provision for Capita Ex- 
haustion Under Changing Price Levels,” 
Arthur H. Dean, June 1952, pp. 1339-60. 


American Economic Review, Northwestern 
University, Evanston, Ill. “Depreciation 
Policies and Investment Decisions,” S. P. 
Dobrovolsky, December 1951, pp. 906-14. 


The Accounting Review, University of Illi- 
nois, Urbana, Ill. “Influence of Depreci- 
ation Accounting on National Income,” 
Eldon S. Hendriksen, October 1951, pp. 
507-15. “Revaluation and Depreciation of 
Plant Assets,” Jack J. Kempner, October 
1952, pp. 506-13. 


Journal of Accountancy, 270 Madison Ave., 
New York 16, N. Y. ‘Relationship be- 
tween Depreciation Allowance and Main- 
tenance of Capital During Inflation,” 
John E. Kane, December 1952, pp. 697- 
701. “Aspect of Depreciation Policy and 
Year-End Recordation of Sale and Pur- 
chase,” Carman Blough, December 1952, 
pp. 748-9. “What Concept of Deprecia- 
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DEPRECIATION AND PRICE LEVEL CHANGES 


tion for Fixed Assets Is Most Useful To- 
day?” Charles W. Smith, August 1951, 
pp. 166-74. “Accountant Should Be 
Aware of Today’s Possibilities and Limi- 
tations on Speeding Up Plant Write-off 
to Minimize Tax Liability,” March 1952, 
pp. 352-54-56. 


Capital Goods Review, Machinery and Al- 
lied Products Institute, 120 So. La Salle 
St., Chicago 3, Ill. “Reform of Tax De- 
preciation,” August 1952, No. 11. 


Harvard Business Review, Gallitan House, 
Soldier's Field, Boston 63, Mass. “Accel- 
erated Amortization,” May 1951, pp. 
113-24. 


The Controller, One East 42nd St., New 
York 17, N. Y. “Depreciation Policy 
Change Asked,” D. F. Walker, May 1951, 
pp. 220-1. 


BOOKS 
Effects of Taxation—Depreciation Adjust- 
ments for Price Changes, E. Cary Brown. 
Harvard University, Graduate School of 
Business Administration, Division of Re- 
search, Boston, Mass. 1952 


Handbook of Tax Techniques, “How To 
Get Maximum Deductions for Deprecia- 
tion” (pp. 322-61), Business Reports, 
Inc., Roslyn, L. I., N. Y. 


Handling Higher Replacement Costs. Na- 
tional Industrial Conference Board Re- 
ports, Studies in Business Policy No. 47, 
1950, New York. 


Accounting—An Analysis of Its Problems, 
Maurice Moonitz and Charles C. Staehl- 
ing, “Amortization of Plant and Equip- 
ment.” Foundation Press, Inc., Brooklyn, 
N. Y. 1952. 
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BUSINESS FORMS 


HAVE Secrgla? 


if you WANT CONFIDENTIAL informa- 
tion omitted from certain pages of your 
business forms, use the modern, effi- 
cient, foolproof method: 













American 


—Aithfolld 





















CARBON 
PAPER 






By a special American Lithofold 
process desensitized areas (‘Secret 
Spots’’) effectively prevent entries 
from carrying through, regardless 
of pressure. Many advantages over 
block-outs, cut-outs, carbon spots 
and other previous methods! 

@ Provides positive, accurate deletion of 
desired information 

@ Applied anywhere on the carbon paper 
—in spots of any number, size and 
shape 

@ Can be varied for each part of the 
form 

@ Does not deface or soil the form 

@ Leaves open areas available for 
printed instructions, advertising, 
records, etc. 



















Available on: 
LITHOSTRIP marginally punched, 
continuously interleaved forms 


LITHOSET one-time carbon sets 
















TODAY for full details and 
FREE SAMPLE SET 


ane 


500 BITTNER ST ST. LOUIS 15, MO 



















Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


NEW CONNECTIONS .. . 


Thomas W. Parham (#4084-1947) of 
Booz, Allen & Hamilton, Los Angeles, is 
now with American President Lines, San 
Francisco, Calif. . . . Albert G. Nelson 
(#4397-1948) is now treasurer of Hardy 
Manufacturing Corporation, Union City, 
Ind. He was formerly with the Hupp 
Corporation, Detroit, Mich. 

James A. Marohn (#3171-1944), who 
has been vice president-finance and treas- 
urer of Gruen Watch Company, Cincin- 
nati, Ohio, is now vice president-finance 
and treasurer of Magic Chef, Inc., St. 
Louis, Mo. Mr. Marohn, who was serving 
as secretary of the Cincinnati Control of 
Controllers Institute, 1954-55, has been 
succeeded in that office by R. J. McGinley 
(#4790-1949), associate manager of ac- 
counting and finance, Overseas Division, 
The Procter & Gamble Company, Cin- 
cinnati. . . . Raymond A. Hoffmaster 
(#5337-1951), formerly assistant secretary 
and assistant treasurer, Electric Specialty 
Company, Stamford, Conn., is now direc- 
tor of the Budget, Cheney Brothers, Man- 
chester, Conn. . . . Grant Cowherd 


(#4109-1947), formerly treasurer, Stand- 
ard Steel Works, Kansas City, Mo., has 
become controller, Tension Envelope 
Corporation of the same city. 

Allyn R. Bell, Jr. (#2977-1944), for- 
merly controller, Deep Rock Oil Corpora- 
tion, Tulsa, Oklahoma, recently resigned 


MR. MAROHN 


to become controller of General Crude 
Oil Company, Houston, Texas. Mr. Bell 
served as president of the Tulsa Control 
of Controllers Institute, 1952-1953, is cur- 
rently serving as national director from 
Region IX and has twice served as chair- 











EXECUTIVES! 


Stockholders CAN Ask Searching Questions 


@ Can you assure them your company has 
an adequate insurance program? 


@ Can you assure them the cost of the pro- 
gram is in line with competitors? 


@ Can you assure them the program has 
been reviewed by competent outside in- 
dependent insurance analysts? 


WE DO NOT SELL INSURANCE 


W. T. CHAMBERLAIN INC. 


103 Park Avenve, New York 17, N. Y., Murray Hill 3-2942 


The largest insurance analytical organization 
of its kind which does not sell insurance. 











MR. BELL 








man of the National Committee on Coop- 
eration with Other Organizations of the 
Institute. . . . William F. Styler, Jr., has 
been named controller of Deep Rock and 
will continue with his present assignments 
as assistant to the president in addition to 
his new duties. 

H. C. Zorn (#4801-1949) has joined 
Regensteiner Corporation, Chicago, IIl., 
as controller. He was formerly plant con- 
troller, Newman-Rudolph Lithographing 
Co. of the same city. . . . Edward C. Hunt 
(#2330-1942) has been appointed control- 
ler of Underwood Corporation, New 
York. He was formerly secretary-control- 
ler of the West Point Manufacturing Co., 
Boston, Mass. He served as president of 
the Boston Control of Controllers Insti- 
tute (1952-53) and is a past vice presi- 
dent of the New England Chapter of the 
Tax Executives Institute, as well as a past 
director of the National Association of 
Cost Accountants, Boston Chapter. Mr. 
Hunt succeeds Henry L. Junge (#1877- 


MR. HUNT 


1941), who was recently promoted to 
executive vice president. 

Robert L. Flynne (#6409-1954) is now 
controller of H. C. Smith Oil Tool Com- 
pany, Compton, California. . . . George 
M. Bendiksen (#4133-1948), formerly 
treasurer, Doehler-Jarvis Division, Na- 
tional Lead Company, Toledo, Ohio, has 
joined Naco Sales Corporation, Detroit, 
Michigan, as partner (accounting and fi- 
nance). ... Elmer R. Smith (#4468- 
1949) has joined Lachman Bros., San 
Francisco, Calif., as controller. He was 
formerly with John Mulhern Company 
of the same city. 


CROSS COUNTRY... 

Clifford A. Sheldrake (#3338-1945), as- 
sistant secretary and treasurer, Todd Ship- 
yards Corporation, San Pedro, Calif., has 
transferred to the company’s offices in 
New York as comptroller. . . . Elgon K. 
Faulds (#5316-1951) is now controller of 
One-Der Frame Corporation, Birming- 
ham, Ala. He was formerly vice president 
and treasurer, H. C. Smith Oil Tool Com- 
pany, Compton, California. 


COMPANY CHANGES... 

T. Corwin Steele (#6152-1954) has 
been assigned the duties fulfilled now by 
C. R. Redgrave, secretary, Royal Liver- 
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MR. DIVELY 


pool Insurance Group, New York, pend- 
ing Mr. Redgrave’s retirement early next 
year. Mr. Steele will have executive super- 
vision of the Statistical, Tabulating, En- 
try, Loss Experience and Paymaster’s De- 
partments. His title will be secretary-con- 
troller. . . . Assisting Mr. Steele in the 
specific administrative supervision over 


_ these departments will be E. T. Kyllo, 


assistant controller, who will also direct 
the Research Program in Electronics. . . . 
F. Dudley Hollick, formerly associate re- 
gional manager of the Richmond regional 
office of the company, also became assist- 
ant comptroller, exercising specific ad- 
Ministrative supervision over the New 
York office Administration Department, 
Methods and Planning Department (in- 
cluding the Branch Office Administration 
Section), and the Purchasing and Supply 
Department. 

G. J. Fale (#5975-1953) has joined 
Georgia Pacific Plywood Company, Port- 
land, Oregon, as assistant controller. He 
was formerly with the Western Division 
of the company in Olympia, Washington, 
as controller. . . . H. H. Riordan (#1116- 
1938), president of Sylvania Electric of 
Puerto Rico; Inc., Santurce, Puerto Rico, 
who returned to the States last August to 
become financial assistant to the general 
manager, Radio and Television Division, 
Sylvania Electric Products Inc., Buffalo, 
N. Y., has succeeded John K. McDonough, 
resigned, as general manager. 

Paul A. Barkmeier has been named 
president of RCA Estate soginnse Cor- 
poration, a subsidiary of Radio Corpora- 
tion of America, succeeding Cecil M. 
Dunn, resigned. Mr. Barkmeier has served 
most recently as vice president for dis- 
tribution for RCA. 


ADDITIONAL DUTIES FOR... 

T. Crawley Davis (#336-1934), vice 
president and member of the executive 
committee of E. I. du Pont de Nemours 
& Co., Wilmington, Delaware, was elected 
to the finance committee. . . . A. G. 
Lindquist (#2646-1943), secretary and con- 
troller of Gardner-Denver Co., Quincy, 
Ill., has been elected to the additional post 
of vice president. . George S. Dively 
(#1527-1939), president of Harris Sey- 
bold Co., Cleveland, Ohio, has been 
elected board chairman and president of 
the company. . . . George S. Houck 
(#2940-1944), formerly vice president- 
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MR. SMITH 


operations, has been elected to the new 
post of vice president and general man- 
ager. He also became a director of the 
company and of the Cottrell Co., wholly 
owned subsidiary of the company. 


PROMOTIONS . 

James A. MacDonald (#3392-1945) 
promoted from vice president to first vice 
president of American District Telegraph 
Co. (New Jersey), New York. : 
George Daly, Jr., assistant treasurer of 
Elgin National Watch Co., Chicago, IIL, 
has assumed the treasurer's duties of John 
M. Biggins (#2151-1942), vice president, 
who will continue to handle other admin- 
istrative responsibilities. . . . Walter A. 
Hensel (#5554-1952), assistant general 
manager, Ozalid Division, General Ani- 
line & Film Corporation, Johnson City, 
N. Y., appointed general manager. . . . 
Fred L. Ryan (#5061-1951), assistant con- 
troller, Lock Joint Pipe Company, East 
Orange, N. J., has been elected treasurer. 

Albert W. Smith, Jr. (75085-1951) was 
promoted to director of finance of the 
Steel Improvement & Forge Company, 
Cleveland, Ohio. . . . J. Thomas Chad- 
dock succeeds Mr. Smith as controller. 

Jack J. Timpy (#3226-1944) has been 
elected vice president, American Motors 
Corp., Detroit, Mich. and Donald Else, 
comptroller. Mr. Timpy had been comp- 
troller of Nash-Kelvinator Cooperation 
and American Motors since 1944. Mr. 
Else has been with Nash-Kelvinator since 
1928 and had been assistant comptroller 
since 1946, Frederick H. Frick 
(#3626-1946) was elected comptroller of 
Reading Co., Philadelphia, Pa., succeeding 
William K. Bean (#3625-1946), retired. 
Mr. Frick was assistant comptroller. 


NEW DIRECTORS . 

Robert L. MacKenzie (#1989-1941), 
formerly controller of E. R. Squibb & 
Sons, New York, was recently elected a 
director of Sudler & Hennessey, New 
York. Mr. MacKenzie served as chairman 
of the National Admissions Committee 
of Controllers Institute during 1949- 
1950. . . . Joseph T. Mahaney (#3590- 
1946), executive vice president of Mis- 
souri-Kansas-Texas Railroad Co., St. 
Louis, has been elected to the Board of 
Directors to fill the term of the late 
Robert D. Sanders. 





HONORS TO... 

O. J. Gurwell (#1169-1938), who was 
tendered a luncheon on November 16 
at the Detroit Athletic Club. Mr. Gurwell 
retired on November 1 from the post of 
divisional controller, Thompson Products, 
Inc., Detroit. The luncheon hosts, like Mr. 
Gurwell, were all past presidents of the 
Detroit Control of Controllers Institute. 

Clarence H. Lichtfeldt (#1661-1940), 
comptroller, First Wisconsin National 
Bank, Milwaukee, Wis., and a past presi- 
dent of the Milwaukee Control of Con- 
trollers Institute, and Edward F. Lyle 
(#1401-1939), vice president and comp- 
troller, City National Bank and Trust 
Company, Kansas City, Mo., who were 
awarded the coveted NABAC keys for mer- 
itorious service to the work of NABAC. 
Awards were made by Ira C. Chaney, 
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manpower, 
‘imc. 
for temporary help! 


. let our staff do your 
e PHYSICAL INVENTORY 
e CALCULATING 
e STATISTICAL TYPING 


e PREPARATION OF TAX REPORTS 
and WITHHOLDING STATEMENTS 


e MARKET STUDIES 
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. for 4 hours . . . a da ++ @ week 


vy. 
or “longer. Our inte ore tested, bond- 
ed and fully insured. 
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outgoing president of the National As- 
sociation of Bank Auditors and Comptrol- 
lers, at the banquet during the associa- 
tion’s 30th Annual Convention held in 
San Francisco, California. Both men are 
past national presidents of NABAC. 


EXTRACURRICULAR ACTIVITIES .. . 

Warren J. Faust (#4949-1950), vice 
president and controller of the Bridgeport 
Brass Company, Bridgeport, Conn., and 
a director of the Bridgeport Control of 
Controllers Institute of America, is the 
author of an article published in the Sep- 
tember 1954 issue of Management Meth- 
ods on “Enlarging and Renovating an 
Existing Building.” Mr. Faust headed the 
Building Committee during his firm's 
modernization program. 
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Are fixed assets 
“things” 





or accounting 
entries ? 


@ Management's responsi- 
bility to its stockholders 
for property accountabili- 
ty, protection and control 
requires a provable per- 
petual inventory of the 
property items recording 
their description, location, 
cost, and value. 





American Appraisal Ser- 
vice will assist manage- 
ment in pr;paring and 
maintaining such a record. 


The AMERICAN 


APPRAISAL 
Company 


Over Fifty Years of Service 
OFFICES IN PRINCIPAL CITIES 


























Sidney H. Tushin (#4569-1949), comp- 
troller of the John Irving Shoe Corpora- 
tion, Boston, Mass., was recently installed 
as president of Sigma Epsilon Rho, a 
Northeastern University School of Busi- 
ness honor fraternity. Mr. Tushin re- 
ceived a B.B.A. degree with honor in the 
class of 1945. He is a panel member of 
the American Arbitration Association, a 
member of the National Office Manage- 
ment Association, and a past director of 


the Boston Control of Controllers Insti- 
tute. . . . J. J. Myler (#946-1937), sec- 
retary and treasurer, Neisner Brothers, 
Inc., Rochester, N. Y., has been elected 
president of Limited Price Variety Stores 
Association, to succeed Dr. Paul H. Ny- 
strom, who is retiring from the association 
at the end of the year. . . . L. W. Bennett 
(#4719-1949), treasurer, Sunray Oil 
Corp., Tulsa Okla., is president-elect of 
the Tulsa Chamber of Commerce. 


THOMAS CLYDE McCOBB 


Eleventh President of Controllers Institute 


THOMAS CLYDE McCosps, 
eleventh president of Con- 
trollers Institute and retired 
comptroller and former 
member of the Board of Di- 
rectors of the Standard Oil 
Company (New Jersey), 

New York, died at his home 
in Southport, Connecticut, 
after a long illness on Oc- 
tober 22, 1954. He was 71. 

Mr. McCobb’s affiliation with the pe- 
troleum industry commenced in 1902, 
when he began to work for the Atlantic 
Refining Company, Franklin, Pa. In 1913 
he joined the Standard Oil Company 
(New Jersey) and two years later went 
with the International Petroleum Com- 
pany, Ltd., Toronto, Canada. During his 
two years with International, he spent con- 
siderable time in South America. 

From 1917 to 1928, Mr. McCobb was 
connected with Imperial Oil, Ltd., at Sar- 
nia, Ontario. He was secretary-treas- 


urer when he relinquished 
his position in 1928 to come 
to New York as assistant 
comptroller of the Standard 
Oil Company (New Jersey). 
He was made comptroller 
of the Jersey Standard in 
June 1933 and subsequently 
was appointed to the Board 
of Directors in 1935 serving 
until his retirement from 
business in 1944. 

A recognized authority on accounting, 
he devised the manual used in this field 
by the company and its affiliates, visiting 
all the company’s European offices to in- 
stall new accounting procedures. 

Mr. McCobb, who held membership 
certificate #196-1933 in Controllers Insti- 
tute of America, served as a national di- 
rector of the organization from 1939- 
1943; as national president, 1942-1943; 
and as chairman of the National Planning 
Committee, 1943-1944, 


BY 


JOHN H. DALEY (#2981-1944), assist- 
ant controller of Sidney Blumenthal & 
Co., New York, died on September 20, 
1954 at the age of 58. He had been with 
the company for 21 years. 


M. D. FIELD, a charter member of the 
Portland Control of Controllers Institute, 
died after a long illness at the age of 70 
on October 9, 1954. Mr. Field was form- 
erly affiliated with the California Oregon 
Power Company, Medford, Oregon, in 
which company he successively served as 
auditor, secretary and treasurer, vice presi- 
dent and treasurer, and a director before 
his retirement due to ill health in 1952. 
He held membership certificate #363-1934 
in Controllers Institute. 


JOHN M. Ivory (#1953-1941), execu- 
tive vice president of the Hunter-Douglas 
Corporation, Riverside, California, was 


killed in an airplane crash at Cogar, Okla- 
homa, on October 7, 1954. He was 46. 
Mr. Ivory was formerly vice president and 
treasurer of the U.S. Time Corporation 
of Waterbury, Connecticut. 


T. JEROME TWINING (#2433-1943), 
treasurer and director of Gifford-Wood 
Company, Hudson, N. Y., died on Octo- 
ber 20, 1954 at the age of 53. Mr. Twin- 
ing had been with the company since 
1929. 


ARTHUR WorSNOP, 53, former treas- 
urer-controller, North American Philips 
Company, New York, and former con- 
troller, CAT, Inc., Hong Kong, China, 
died on November 2, 1954 at Boulder 
Creek, California. He held membership 
certificate #3329-1945 in Controllers In- 
stitute. 


THE CONTROLLER * DECEMBER, 1954 












atte ue, acho ota ne eee 


aod TS 


Cather amaamcrnees 


oe 











Recent Appointments in 
Financial Organizations 


NABAC 


Robert H. Shepler, vice president and 
cashier of the Denver National Bank, 
Denver, Colorado, was elected president 
of the National Association of Bank Audi- 
tors and Comptrollers for 1954-55 during 
the Association’s 30th Annual Convention 
held in San Francisco. 

Robert F. Goodwin, who is comptroller 
of the Wachovia Bank and Trust Com- 
pany, Winston-Salem, North Carolina, 
was elected first vice president, and the 
second vice president is Edward F. James, 
assistant vice president and treasurer of 
the Fidelity-Philadelphia Trust Company, 
Philadelphia, Pennsylvania. 

The Association's new secretary is Steve 
H. Bomar, vice president and treasurer of 
the Trust Company of Georgia, Atlanta, 
Georgia. Franklin D. Price, the newly 
elected treasurer is comptroller of the First 
National Bank in Dallas, Texas. 

Two immediate past presidents of the 
Association who will serve with the new 
officers on the Executive Board are: George 
Ehrhardt, assistant vice president, The 
Hanover Bank, New York City; and Ira 
C. Chaney, auditor, Crocker First Na- 
tional Bank, San Francisco, California. 

Elected to serve on the Executive Board 
as members at large are Henry G. Diefen- 
bach, vice president and comptroller, 
United States Trust Company of New 
York City; and Richard C. Huelsman who 
is vice president and comptroller, Central 
National Bank, Cleveland, Ohio. 

Messrs. James, Bomar, and Huelsman 
are member of Controllers Institute. 





OHIO STATE 


The Board of Nominations for the Ac- 
counting Hall of Fame at the Ohio State 
University has been reorganized for the 
coming year. George D. Bailey has been 
elected chairman. The following members 
of Controllers Institute of America are 
currently serving on the Board: 


D. R. Anderson* 
Ernest C. Breeding 
Thomas M. Dickerson 
James L. Dohr 

James B. Fenner 

C. E. Headlee 

Ralph C. Jones 

William B. McCloskey 
J. R. Mulvey 

George W. Schwarz* 
Daniel M. Sheehan 

K. Y. Siddall 

William J. Vatter* 
William J. von Minden* 


* Newly elected to the Board 
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How to be 
several places 


at once 









Through the banking services of 

Guaranty Trust Company you can be 
represented “on-the-spot” in every 
commercially important city in the world. 
You are close to the New York scene... 
close to overseas markets . . . close to 
foreign conditions and developments 
everywhere, With a far-reaching network of 
branches and correspondents, Guaranty 
Trust Company meets banking requirements 
with efficiency, speed, and experience. 






Guaranty Trust Company 


of New York 


Capital Funds $395,000,000 


140 Broadway, New York 15 


Fifth Ave. at 44th St. Madison Ave. at 60th St. 
New York 36 New York 21 


40 Rockefeller Plaza, New York 20 


LONDON: 32 Lombard St., E.C. 3 - Bush House, Aldwych, W.C. 2 


PARIS: 4 Place dela Concorde BRUSSELS: 27 Avenue des Arts 


Member Federal Deposit Insurance Corporation 







Personnel Budgets (Continued from page 573) 


CHECKING THE CONTROL 

Have we now done all we can in set- 
ting up a personnel control? Not neces- 
sarily, if there is any possibility that our 
personnel in our basic years was watered 
or if our calculation of 54 more em- 
ployes per $1 million in sales has water 
in it. 

In order to further check on ourselves, 
we have obtained from three machinery 
manufacturing companies whose sales 
are somewhat comparable to ours (but 


*OPPORTUNITIES*« 


EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month. 


Address box number replies to THE Con- 
TROLLER, One East Forty-second Street, New 
York 17, N. Y. Replies will be forwarded. 





SITUATIONS WANTED 





ASSISTANT CONTROLLER 


OBJECTIVE: sTAFF ASSISTANT TO CONTROL- 
LER OF LARGE COMPANY 
QUALIFICATIONS: BACKGROUND OF SUC- 
CESSFUL ADMINISTRATION AS CONTROLLER OF 
MANUFACTURING CORPORATION WITH SALES 
VOLUME IN EXCESS OF $10,000,000.00. DIVER- 
SIFIED EXPERIENCE IN PUBLIC ACCOUNTING 
POTENTIAL: UNLIMITED 
REMUNERATION: Low FIVE FIGURES 
LOCATION: NORTHEASTERN U.S.A. 


YORK CITY VICINITY PREFERRED 
BOX 2150 


CONTROLLER-TREASURER 


Proven management ability. Assistant comp- 
troller 600 million dollar government cor- 
poration, plus other outstanding experience. 
Harvard MBA with distinction. 35. Will re- 
locate. Box 2151. 


CONTROLLER-TREASURER 


Twenty-one years’ experience at executive 
level in finance, accounting, multiplant man- 
agement and administration. Took a small 
plant and heavily expanded it. Repeated this 
success with a second company to multiplant 
growth. Activities include all phases of ac- 
counting, finance, system installation, produc- 
tion, inventory, production control, costs, 
budgets, taxes, etc. Box 2152. 


EXECUTIVE ACCOUNTANT 
BUDGET DIRECTOR 


CPA plus seven years of responsible line and 
staff positions in industry. Age 32, BBA. Ex- 
perienced at interpretation of financial data 
for management. Thorough knowledge of 
standard costs, budgets, systems, taxes, IBM. 
Have proven outstanding ability to past em- 
ployers; seek opportunity to prove self to 
manufacturer who offers challenge and ad- 
vancement. Box 2153. 








—NEW 





NOTE: THe Conrrouuer reserves the right to ac- 
cept, reject or censor classified copy and takes no re- 
sponsibility for the people contacted threugh this col- 
uma nor does it guarantee any item bought or sold. 
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not competitive) the detailed break- 
down of their personnel at a particular 
sales volume. By making a comparison, 
department by department, section by 
section, and having a knowledge of their 
product, how they manufacture, sell, 
etc., we are able to point up in our or- 
ganization phases of work on which we 
place more emphasis than do other com- 
panies. These, then, are questioned as 
to “why,” so that while we do not 
emulate other companies, we do not just 
“accept” our own activities. 

To recapitulate so far, we have deter- 
mined a basic sales volume and the basic 
personnel to sell and produce this sales 
volume and are using these figures to 
build up the required personnel to do our 
present sales volume. We are then com- 
paring it with comparable companies in 
order to tell whether our activities are in 
line with our type of industry. We are 
providing management with information 
pointing up 48 jobs that have been created 
in the past few years, and are further pro- 
viding management with comparisons of 
other companies for further questioning. 
When management indicates satisfaction 
that because of changing business condi- 
tions a particular job must stay, we add it 
to our basic figures; when management 
indicates that a job included in our basic 
figures can be eliminated, we exclude it. 
Thus we keep our basic personnel figure 
current. 


EFFICIENCY CHECKUP 

We do use other means in control of 
personnel. Daily reports of efficiency are 
issued to all shop supervisors. Our eff- 
ciency reports show all employes whose 
efficiency is below or above set percent- 
ages. In addition, we show daily depart- 
mental efficiencies and efficiencies of 
major jobs. We recap our reports weekly, 
monthly, and year to date, and have set a 


minimum goal to be obtained this year. In 
addition, we report daily the comparison 
of direct labor reported each day against 
the available direct labor to obtain what 
we call a “productivity” percentage. This 
is to say that if our available direct labor 
were $1,000 and the reported direct labor 
were $850, we would consider the day 
85% “productive” from a direct labor 
point of view. Our shop has a reasonable 
goal of “productivity” to shoot for as well 
as that of efficiency. 


WORK COUNTS 

Work counts are another means we use. 
Each employe or supervisor responsible 
for a section keeps a daily count of such 
items as orders processed, accounts pay- 
able, checks issued, letters and memos 
typed by correspondent and typist, in- 
voices received, invoices mailed, purchase 
orders, etc. These daily work counts are 
posted daily on a card and are totalled and 
sent to the controller's office once a month 
for comparison with previous reports. It is 
then possible to see work loads increasing, 
decreasing, or remaining status quo. 


SAVINGS 

This article does not cover our full con- 
trol accounting procedures but only those 
related to personnel. While our examples 
are not actual figures they have a basis of 
fact. From our own experience, the poten- 
tial savings in our Bis on personnel will 
more than pay the salaries of our entire 
Accounting Department per year. But 
management must be provided with some- 
thing to work with in order to effect the 
possible savings. 

If you have not followed through with 
your dollar budgets into personnel counts, 
giving your management a simplified. tool 
including comparisons of other concerns 
and using some basic experience as a 
guide, we strongly suggest the possibility 
of your doing so. The results may be sur- 
prising both to you and to your manage- 
ment. 


CAN YOU HELP? 


Editors, THE CONTROLLER: 


In connection with the new 1954 tax law as it pertains to 
accelerated depreciation, we are curious to know if you have 
any idea as to what the general tendency may be among our 
members in switching from the present method to the declin- 
ing-balance or sum-of-the-digits methods. 

We are presently using the straight-line method but are 
giving serious consideration to switching to the sum-of-the- 
digits method. It seems to offer a better balance inasmuch 
as depreciation is heavy and maintenance light in the early 
stages and the reverse is true in the later stages. We would 
appreciate any information you might be able to come up 


with on this matter. 


ae © 


Address answers to Publication Manager, THE CONTROLLER, 
One East 42nd Street, New York 17, N. Y. for forwarding. 
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Announcing UNIWVAC 120 


The new electronic computer 
that cuts operating costs — 
tightens management controls. 


You've heard of Univac, the data- 
processing system that eats up 
mountains of paperwork in a flash of 
electrons. Now here’s Univac 120, the 
advanced punched-card computer that 
makes hundreds of calculations and log- 
ical decisions in a fraction of a second. 


See how Univac 120 races through 
complicated problems of production 
control and engineering design. How it 
saves machine steps on payrolls and 
cost records. How it saves manpower 
on billing, accounting, sales analysis 
and other records. 

What’s more, with Univac 120 you 
can afford to get many special reports 
that take guesswork out of manage- 
ment decisions. It will dig out basic 


for punched-card electronics 


facts and figures that up to now have 
cost too much or taken too long. 
Why not put it squarely up to us to 
show you how punched-card electron- 
ics can pay its way several times over 
in your organization? Room 2211, 315 
Fourth Avenue, New York 10. 


Remington. Fland 


Electronic Systems 
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Makes Co 


National has important news for business 
everywhere! The duplicate copies you see 
above were made without carbon paper! This 
is made possible by use of a special paper 
developed by the research laboratories of 
The National Cash Register Company. It is 
called ‘NCR Paper” (No Carbon Required). 
NCR Paper puts an end to irksome handling 
of carbon paper — inserting, removing, 
storing. 

Saves Time, Avoids Smudges. Faster. 
Can’t smudge copies or fingers. 

Making multiple records is now as easy as 
picking up 3, 4, (or more) forms from a stack 
and inserting them in a typewriter or 


iarbon I Lequired ) 


ies without Carbon! 


business machine. And NCR Paper provides 
exactly the same advantages when making 
copies by hand (receipts, sales slips, guest 
checks, etc.). 


Better Copies. When forms are placed to- 
gether and written on — by typewriter, busi- 
ness machine, or by hand clear, clean 
copies are made without carbon paper. 


Ends Carbon Paper Disposal. With 
NCR Paper, troublesome removal and dis- 
posal of used carbon sheets are avoided. 


Try the new NCR Paper and be amazed at 
the new ease, simplicity, cleanliness and 
time-saving it brings to multiple copying. 


THE NATIONAL CASH REGISTER COMPANY, Dayton 9, Ohio 
949 OFFICES IN 94 COUNTRIES 


Contact your local business 
forms printer for NCR Paper 
— or your nearby National 
representative — or write to 
The National Cash Register 
Company, Dayton 9, Ohio. 


” STADE MARK REG. U. 6. PAT. OFF. 


ACCOUNTING MACHINES 





